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REPEAL OF SILVER PURCHASE ACTS 


TUESDAY, JANUARY 10, 1956 


Unrrep States Senate, 
ComMITTBE ON BANKING AND CURRENCY, 
SUBCOMMITTER ON THE FEDERAL RESERVE, 
Washington, D. C. 

The subcommittee met, pursuant to call, in room 301, Senate 
Office Building, at 10:05 a. m., Senator Paul H. Douglas (chairman 
of the subcommittee) presiding: 

Present: Senators Douglas, Robertson, and Bennett. 

Also present: Senators Bush, Hayden, Dworshak, Green, and Allott. 

Senator Dovae.as. Five minutes after ten having now arrived, 
the committee will come to order. 

In July of last year, this subcommittee held 3 days of bearings on 
S. 1427, a bill to repeal certain legislation relating to the purchase of 
silver. Witnesses for the bill were then examined. 

The chairman of the full committee received a letter from some 30 
western Senators stating that the representatives of the silver and 
related mining industries would not oo. sufficient time to prepare 
their case before the opening of the hearings on the 13th of July. 
The chairman of the subcommittee, therefore, said that he would be 
very glad to postpone the final hearings until the opening of the 
second session so when the large number of witnesses, some 40 in 
number, that the western Senators were eager and anxious to have 
testify might have the chance to prepare their case and appear. 

This has been done. The chair set today, the 10th of January, and 
two other dates, the 16th and the 17th of this month, to hear the 
opponents of this bill. We are very glad to have the senior Senator 
from Arizona with us this morning. 

It is a work of supererogation to “introduce” the Senator from 
Arizona. The voters of his State have honored him for 44 consecutive 
years by sending him to Washington to represent their interests and 
the interests of the Nation, He has been 15 years in the House and 
29 years in the Senate. I think this establishes something of a record. 
And there is apparently more to come. 

One could paraphrase Tennyson’s lines on the brook by saying that 
men may come and men may go but Senator Hayden goes on forever. 

Kindly in nature, shrewd in intellect, skilled in parliamentary 
maneuver, he is os and admired by all and loved by many of 
us. It is a great pleasure and honor, Senator, to have you with us 
this morning to represent the large numbers of producers of silver who 
are extremely anxious.to testify. 











264 REPEAL OF SILVER PURCHASE ACTS 





STATEMENT OF CARL HAYDEN, A UNITED STATES SENATOR 
FROM THE STATE OF ARIZONA 


Senator Haypen. I thank you for those very kind words. 

I want to file first with the subcommittee a letter I received ad- 
dressed to you that is from Mr. Charles F. Willis. Mr. Willis repre- 
sents the State of Arizona as the chairman of the board of governors 
of the Arizona Department of Mineral Resources. He is also secre- 
tary of the Arizona Small Mine Operators Association, an organiza- 
tion consisting of approximately 3,000 members who are intimately 
aoe with the opening up of new mineral resources within the 
otate. 

I have this copy for you, and I have three other copies for the sub- 
committee files. 

Senator Dovetas. Is this the Mr. Willis who was formerly assist- 
aor cy ericrete assistant to the President, or is this another Mr. 

illis? 

Senator Haypgen. No, this Mr. Willis has been a resident of Ari- 
zona for many years. He has occupied no political position here 
in Washington. 

It is my understanding that there are other letters to be filed from 
other interested persons throughout the Western States, and I know 
the committee will be glad to receive them. 

As to the accuracy of the statements contained in Mr. Willis’ letter, 
Ijwill say they conform entirely to my knowledge of the facts and can 
be accepted as well worthy of consideration by the subcommittee. 

I would like to quote a letter I received from Mr. Willis in which 
he is very thankful to the chairman and others of the committee that 
he is not required to appear here in person. He states: 


I want to thank you for telephoning on Tuesday morning it would be unneces- 
sary for me to come to Washington to appear before the Senate committee con- 
eerning 8. 1427. I am very glad to get out of the trip as it would have involved 
considerable expense, and we are not flush with money. 


That is my main purpose here today—to get what he has to say in 
the record, because it is a fine factual statement. 
(The prepared statement of Mr. Charles F. Willis is as follows:) 


STaTEMENT OF CuaRLes F, Wiuuis, State Sucrerary, Artzona SMALL MINe 
Operators ASSOCIATION 


On behalf of the State of Arizona and the Arizona Small Mine Operators 
Association, we wish to enter a formal protest against approval of 8. 1427—which 
is a bill to repeal the Silver Purchase Act. 

I am representing the State of Arizona as chairman of the board of governors 
of the Arizona Department of Mineral Resources. This is a State department 
designed to help the small-mine operator in the exploration and development of 
the mineral resources of the State and to assist in finding answers to the problems 
holding back such development. Furthermore, this State department has the 
obligation to oppose that which, it is believed, will hold. back future exploration 
and development as is the case with 8. 1427. 

The writer also is State secretary of the Arizona Small Mine Operators Associa- 
tiqgn, an organization of approximately 3,000 members who are intimately con- 
cerned with the opening up of new mineral resources within the State and who are 
vitally concerned by anything which tends to hold back or retard such develop- 
ment. Very definitely the proposal to repeal the Silver Purchase Act is a ‘vital 
factor in such a program. 

It is not my intention to discuss the Silver Purchase Act and its relation to the 
monetary situation as that is a subject which can best be handled by others 
more familiar with that angle. We, as small mine operators, are concerned with 
what the proposal will do to the economy of the States in silver is mined as a 



























REPEAL OF SILVER PURCHASE ACTS 265 


coproduct of copper, lead, and zinc. There is very little silver production coming 
from mines where silver is the most important constituent either from a quantity 
or gross value standpoint. 

We do not feel that it is necessary to present a mass of evidence to show the 
importance of the State of Arizona as a mining State as it is the leading producer 
of the nonferrous metals in the country and the whole economy of the State 
centers around nonferrous metal mining in that that industry is the predominant 
State industry, the largest employer of labor and the test taxpaying group. 
The State’s economy is dependent upon its production of new wealth as is exem 
fied by the production copper, , zinc, gold and silver, and other metals 
and minerals. 

What I have to say Arizona, however, is the same in other western 
public-land States where but a small area of the State is not public domain and 
available for industrial development. The facts and figures herewith presented 
exemplify a similar situation in all of the other Western States and the conditions 
governing are essentially the same. 

There are no silver mines in Arizona—that is, mines which are operated pri- 
marily for silver production, but it is the relatively small silver content of the 
copper, lead, and zine ores that make possible the State’s predominance in copper, 
lead, and zine production, These metals are essential to the national defense 
and security program which is so important to the country today. If this country 
ever became dependent upon foreign sources of production for copper, lead, and 
zinc, the Nation would be at the mercy of any aggressor. It is of vital importance 
to the national security program that the domestic mining industry be kept in 
a healthy and going condition. 

While we generally speak of silver as a byproduct of copper, lead, and zinc 
mining, it actually is not that. It is a coproduct. The silver and gold content 
of the copper, lead and zine ores makes possible the mining of ores which, without 
that ouhd ailtae content, could not be economically handled, particularly in view 
of the fact that our metal output is produced under United States standards of 
wages and living and with high-cost transportation to eastern centers of manu- 
facturing, as opposed to lower standards of living and wages abroad, with cheaper 
water transportation to eastern manufacturing centers. 

It is the very fact that silver had a definite fixed price which we felt could and 
would be maintained over a long period of years, that has made possible the open- 
ing and production from many deposits which would not otherwise have been of 
interest to those who would invest venture capital for the creation of new produc- 
tion and new industry. 

The presence of silver in an ore has made possible the profitable handling of a 
lower grade copper, lead, and zine ore than could otherwise have been produced 
and thus has increased tremendously the potential production of these metals 
which are so essential to our national security program. 

In fact, it was the silver value and content of. the lead and zinc mines which has 
determined whether or not those mines could continue in profitable operation. 
This was forcibly demonstrated a very short time ago when a flood of lead and 
zinc came from foreign mines and thus depressed prices to a place where some of 
the lead-zinc mines had to shut down and others were kept open only because of 
the value of the silver content and the fact that the Government furnished a 
certain market for the silver at a definite fixed price which they had reason to feel 
would be assured over a period of years. 

The lead-zine mines which were forced to shut down because of inadequate 
silver content are not going to be readily reopened because a mining property, 
when once shut down, caves in and fills with water and has other factors which 
take unusual conditions of price and demand to cause them to be reopened. 
What has heopeans once happen again. 

Neither lead, zine, or copper have adequate tariff protection to compensate for 
or equalize their competitive position with the foreign countries because of the 
huge differences in American standards of living and wages as contrasted with 
foreign standards. There has been a very definitive resistance on the part of 
the administration and the Congress of the United States to increase tariffs to a 
point where the differences in the cost of production between United States mines 
and foreign mines can be equalized and the domestic mining industry put in a 
competitive position of reasonable equality. 

It is obviously unfair to cite, in hearings of this kind, the profits of a very small 
naan ant Ane. rage panpes mane, Se. saew tae Sncee pantiouler uslase no exist 
CO ENA DUES UPON A LO BT ABCD vernment market for the 

ver they produce. 

The. congas. saunas 1, a8 of the moment, is chwotic in that the strikes of the past 
2 years, in the domestic and toreign mines, curtailed production of that metal 
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to an extent where the total production of the world was far less than the demands 
of the industry using that metal. The result was a chaotic and frantic bidding 
for the limited supplies of copper that were available. Thus a price was created 
by this bidding which is abnormal and out of line aad whieh can last only until 
such time as tne supply and demand reach a more reasonable balance. 

Furthermore, the large coppe1 mines which have been citea in a previous hearing 
on this subject, as being unduly orofitable and able to absorb a lowering of the 
price of silver without doing them material damage, are not getting those profits 
from the mining of the copper. They are large manufacturing concerns and the 
production from copper ores is only a minor phase of their activities. Their min- 
ing operations are only for the purpose of assuring those particular companies of 
a sufficient supply of raw materials for their own manufacturing plants. 

The important factor that should be considered in connection with the silver 
content of copper ores is that every one of the large copper mines were, at one 
time, prospects and small mines where a determination had to be made from day 
to day on the advisability of continuing exploration and development. It is 
necessary to determine from time to time as to where the cutoff point is which 
would make the ores possible to handle economically. 

There are many of the large and profitable copper mines of today that never 
would have gotten their original start if it had not been for the fact that their 
ores contained silver, and possibly a little gold, for which there was an assured 
Government market at a fair price and that the operation of the mine, and the 
huge capital investment required, would not be jeopardized by a fluctuating 
market and subject to the competitive situation caused by the dumping of foreign- 
produced metal in this country. 

The presence of small amounts of silver in the ores encouraged these early-day 
prospectors and small-mine operators to continue their work and bring their 
mines to a stage where they justified the large capital investment necessary for 
profitable operation. Mines are made, not found. They are made by heavy 
risk-taking, plus huge capital investments, and capable engineering skill. : 

The very fact that the silver content in the ores had a definite market at a fair 
price which, it was felt, would continue on for a period of years, was instrumental 
in making possible the handling of lower and lower grade copper ores and increased 
the copper reserves of the country to a point where the copper industry is a lesser 
national security hazard. Without such a silver market much of the copper ore 
being extracted today would have remained in the ground, forever lost to the 
country. 

While the domestic copper-producing industry is reasonably profitable as of the 
moment because of the abnormal, high price of the metal, the time is definitely 
coming when supply and demand get into more reasonable balance, and the 
prices will be far less than at present and some of them will have to make the 
decision as to whether they can be profitably operated. Some of them might 
have to be shut down if there was any lessening of the price paid for the silver 
contained. 3 

The time might well come when some of those in the copper industry might be 
very dependent upon the silver content of their ores if they are to remain in busi- 
ness and produce the copper necessary to national defense. 

A specific illustration on this point is furnished by the Magma Copper Co. 
which, in 1949, proeuced 41 million pounds of copper and 371,402 ounces of silver. 
Its profit on its mining operations was only $137,184, whereas its revenue from 
silver amounted to $336,119. The gross profit was less than that received for 
silver. If the silver at that time had been reduced to the level being sought by 
sponsors of this legislation, the country would have lost 41 million pounds of 
copper at a time when that copper was very essential to the Nation. 

Another factor that should be taken into consideration is that if abnormally 
high prices for a metal, such as copper, is obtained and abnormal profits are a 
result, those abnormal profits are largely taken away from the producer by our 
present income tax and other taxes, y reduction in the price of silver resulting 
from throwing it into a world market would lessen the amount paid in income 
taxes by those who produce the metal as a coprocuct, ‘ 

On lead and zine the situation is somewhat different in that the lead and zine 
prices are unreasonably low and there is, even at the present time, a very direct 
dependence on continuing a fair and equitable for silver and an assured 
market. As stated before, it was but a few months ago when large quantities of 
lead and zinc were dumped on the United States market by foreign countries and 
the price was so depressed that many of the lead and zinc mines then in existence 
had to either shut down or limit their production to that which would come from 
the higher grade ores, thus leaving the low-grade ores in the ground and perma- 
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nently unrecoverable... It was only the silver content. that saved many of these 
mines from total failure. 

A pertinent example of this situation is to be found in certain statistics from the 
Iron King Mine of the Shattuck-Denn Mining Co., of Humboldt, Ariz. 

The following table shows the effect of byproduct silver recovered from Shat- 
tuck-Denn (Iron King) Arizona lead-zine ores. The value of silver produced per 
pound of lead-zine produced is shown to be almost 2 cents, which meant $572,622 
per year to the Shattuck-Denn Mining Co., the largest producer of lead and zinc 
in Arizona. As this was the equivalent of adding almost 2 cents per pound to the 
price received for its lead and zinc, the company was able to keep going while the 
other lead-zine mines were shutting down because of low metal prices. 


Effect of byproduct silver recovered from Shattuck-Denn (Iron King) Arizona 
lead-zine ores 





— 




















| Value of 
we | Ounces silver per 
rounds, | Qunees | suver per | * pound 
produced produced |} pound of | lead-zine 
lead-zine | (90.5 cents 
per ounce) 
ets ee on = ameaih 
DIGI s on hin cam din chal dha ob hohe dbl 4 atin SAS 27, 446, 000 636, 812 | 0. 02320 $0. 0210 
SE opined sels PRIS iti bce endl aint cade 29, 994, 000 581, 699 | . 01939 . 0175 
EL. avetcedabadelhe Seip aie. ah sedorulasimagaindhiiapentnigi ome 29, 630, 000 591, 388 | . 01906 . 0181 
Be, Sides hatte décvot pndbvidadsedabbecduh sues ueane. 31, 140, 000 610, 000 | . 01959 0177 
GB LGs a xcbek be dbebnd dniblee bhi des sta hnhttnda Sabin 32, 480, 000 742, 000 | . 02284 . 0207 
BE OUST AES 2 get ae 150, 690,000 | 3,161,890 |_____. i 
Awerede DEP FeO. ae 6 hk asso i obs - ce 30, 138, 000 632, 380 | . 02098 . 0190 





The above statistically illustrates the points being made and, if it were not for 
cluttering up the records by voluminous exhibits, a large number of similar situa- 
tions could be explained. 

The tabulation on the following page provides further statistics relative to the 
relation of the silver content in the lead and zinc ores in the Iron King mine of the 
Shattuck-Denn Mining Co. 
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Another Arizona mine that was on the borderline of ability to stay in business 
at the time the lead-zinc prices tumbled was that of the Eagle-Picher Mining Co., 
located in Pima County, Ariz. That mine had ores averaging 5% percent lead, 
7% percent zinc and carried from 2 to 3 ounces of silver per ton of ore, the silver 
averaging $2.48 per ton. Even though there was a fair silver content in the ores 
of that mine, it was deemed advisable for them to stop production and shut down. 

Thus the Nation lost a considerable production of lead and zinc as the silver 
values were not sufficient to carry the extra load. However, this mine is one 
which might possibly be opened again with a recovery of lead and zinc prices, 
but very definitely their decision to reopen will hinge completely upon the question 
of the future value of the silver contained and the disposition of the threat that 
is being made on the future value by this proposal to repeal the Silver Purchase 
Act. 


In the exploration for and development of prospective lead and zine producers 
the silver content, with an assured market and assured price, is even more impor- 
tant than in copper because the silver occurs usually in larger quantities than in 
copper ores, and the prices of lead and zinc are inclined to be less stable and more 
subject to fluctuation from foreign competition than is the situation on copper. 

The small-mine operator, in determining whether he shall continue his explora- 
tion and development of a prospective lead and zine producer, has to give con- 
siderable weight to the fact that we have a Silver Purchase Act and know what we 
can expect from it. In the case of the Iron King mine mentioned above, it would 
be necessary to have a 2-cent higher price for the lead and zinc if the silver was 
not contained or had no market. These figures, of course, vary from mine to mine 
and the amount of silver necessary at each mine is an individual consideration. 

Lead and zine production in the United States is essential to national security 
and defense. The present Silver Purchase Act, which those who wish to buy 
cheaper silver for the manufacture of their tariff-protected products desire repealed, 
has contributed much toward assuring a domestic lead and zine industry. 

The subject of silver was thoroughly discussed and debated at the meeting of 
the Western Governors Mining Advisory Council held at Sacramento, Calif., on 
November 7, 8, and 9, 1955. This council was composed of 3 delegates appointed 
by the governors of each of the 11 Western States, South Dakota, and Alaska. 
They were all men highly specialized in mining problems of the Western States 
and capable of advising the governors of their respective States as to policies 
which should be sought and fought for to preserve and foster a western mining 
industry. 

Whiie it is unnecessary to go into details on the discussion relating to silver and 
Senate bill 1427, the conclusions of that group as presented by the members to 
their respective governors is as follows: 


SILVER 
The council recommends that— 


1. The existing policy, whereby newly mined domestic silver may be 
tendered to the Treasury Department for coinage purposes, be continued. 

2. Senate bill 1427, a bill to repeal certain legislation relating to the pur- 
chase of silver and for other purposes, be rejected by the Congress. 

8. As longer range objectives, the council further recommends that— 

(a) The sale of Goveransaeb-onied silver by the Treasury Depart- 
ment at less than its coinage value of $1.2929 per troy ounce be pro- 
hibited; and 

(6) The seigniorage retained by the Treasury Department be progres- 
oe redu in recognition of the steadily mounting cost of producing 
silver. 

4. The council highly recommends the governors and the legislators of the 
Western States for the vigorous support which they have given to the silver- 
mining industry, and we respectfully call to their attention the fact that their 
continued support is urgently needed. 


Silver and its future prospects was also discussed thoroughly at the annual 
meeting of the American Mining Congress, held at Las Vegas, Nev., October 10 
to 13, 1955, and the following are quotes from the declaration of policy adopted 
at that meeting: 

“The place of silver as a monetary metal for appropriate uses is well estab- 
lished, and we commend the policies of the F Government that have 
contributed to this desirable end. Consumption of silver for both industrial 
and monetary needs is now absorbing available stocks at an accelerated rate. 





A eR IRR a 





REPEAL OF SILVER PURCHASE ACTS 269 


We recommend continued acquisition of domestic silver by the Treasury for 
monetary needs and urge that the stocks of silver so acquired be held inviolate 
for such purposes. 

“Be it resolved, That the eee policy be continued with regard to 
the acquisition, by the Treasury partment, of newly mined domestic silver, 
both for its beneficial influence upon the base-metal-mining industry and for its 
traditional service in providing a base for a portion of the Nation’s currency; 
that congressional action recognize the increased cost of producing silver by 
reducing the seigniorage now charged by the United States Treasury upon newly 
mined domestic silver; and that the silver purchase program be retained.” 

At my request, as chairman of the board of governors of the Arizona Depart- 
ment of Mineral Resources, the department made a statistical study of the 
effect of the Silver Purchase Act of 1934 on Arizona mining and published a 
report thereon. 

The report shows that the fixed Government purchase price throughout the 
period 1934-54 has been consistently lower than a “‘parity’’ price based on the 
relative commodity-price indexes for the base period 1913-16 and the period of 
the act, 1934-54. e actual purchase price of silver during the period of the 
act has averaged 78.83 cents per ounce, as compared with a calculated “parity” 
price of 107.28 cents per ounce. 

The study further showed that the silver content of Arizona lead-zinc ores, under 
Government fixed silver prices, was the equivalent of adding over 1 cent per pound 
to the price of lead-zinc. This means over a million dollars per year to Arizona 
lead-zine producers; and, considering the narrow margin these producers are now 
working on, it could mean life or death to their operations. 

A comparison of lead-zince prices in the base period 1913-16 with prices actually 
received in the past 4 years, 1951—54, shows that, when related to the commodity- 
price index of both periods, the “parity” price for 1951-54 was 19.09 cents, as 
compared with an actual price received of only 15.42 cents. Hence the 1 cent 
per pound of lead-zine received from byproduct silver fell far short of making up 
for the loss suffered by the lead-zine producers due to receiving a below-parity 
price for their product. A complete copy of this report is attached to this presen- 
tation. 

We sincerely hope that the Senate Banking and Currency Committee will refuse 
to approve this proposed legislation. It is, in our opinion, far more important 
that the copper, lead and zinc industry of the United States be preserved for na- 
tional defense and security than it is for the silverware manufacturers to buy 
their raw materials at a lower price, especially in view of the fact that the price 
of their raw materials has little or no relation to the price asked for the finished 
product. Furthermore, their industry is protected from competition of foreign 
pee to a very much greater extent than is the nonferrous metal mining 
industry. 

It is recognized and admitted that, for national security, this country must have 
a long-range mineral and metal program. Metal production is not somethi 
that can be turned on and off like water from a spigot. It requires many years o 
planning and many millions of dollars in capital investment before production 
can get started. Such planning and investment is justified ooly by having a long- 
range program that can be depended upon and will not be materially disturbed 
in future years. 

National security requires a healthy and going domestic mining industry, ready 
and capable of producing those m and minerals essential to national defense. 
We are never going to have that as long as we have these repeated and persistent 
attacks on various individual and minor phases of metal and mineral production 
as is illustrated by this proposal to re the Silver Purchase Act designed only 
to bring greater profits for a few even though it would greatly injure many others 
as well as the defense and security program as a whole. 


Senator Haypen. I do have some figures from the Director of the 
Bureau of the Mint that I would like to direct to the attention of the 
committee. They were obtained by letter dated December 12, 1955. 
: would like them to go into the record, along with the Director’s 
etter. 

The figures show that from 1950 to 1954 the total production of 
silver in the United States was 196;792,000 ounces. Another table 
shows that the amount of silver processed into United States silver 
coins during that same 5-year period was a total of 222,327,000 ounces. 
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The purchase price of that silver—it' was all bought at the 90.5 cents 
fixed by the Silver Purchase Act—would be $211,210,000.. Coinage 
into dimes, quarters, and halves to meet this insistent demand by 
vending machines made a profit for the Government of $98,049,935. 

Senator Ropertrson. May I ask a question there? 

Senator Haypzn. Yes. 

Senator Rospertson. It was my understanding that this legislation 
is based on the theory that the Government is losing a good deal of 
money in buying silver. Would you explain the profit that you men- 
tioned there? 

Senator Haypren. The point is that at the time the Silver Purchase 
Act was passed the world price of silver was much lower than it is now. 
My recollection is about 60 cents an ounce. At the present time the 
world price is about a half a cent above the price that the Government 
is paying the American silver miners. ‘So that whether it. bought it 
in one place or the other makes very little difference. But by selling 
it to the public in the shape of dimes, quarters, and halves at a price 
of $1.29 an ounce, buying it at 90.5 cents and selling it at that price, 
there is a profit to the Treasury. 

Of course, at the time Congress passed the act authorizing the pur- 
chase of silver we did so because of the need for help to the American 
miner, and there was objection on the part of those—— 

Senator Doveias. Would you speak a little louder, Senator 
Hayden? . a 

Senator Haypren. There was objection on the part of those who 
are consumers of silver, particularly for silverware or other uses of 
that kind—the industrial uses have greatly increased—that we were 
paying a price above the market and in a way interfering with their 
business, 

That situation is not true at this time, and I think it is primarily 
due to the very greatly increased industrial uses of silver. In a great 
many places there is a demand for it now. ‘The world supply just is 
not meeting the demands, and the price is going up. 

The angle so far as we were concerned is that it.is a coproduct or 
what you might call a byproduct of copper, lead, and zinc. Wehave 
been very successful in the entire western: country in being able to 
mine low-grade ores, ores of very low metal content particularly of 
copper. 

Senator Ropertson. There is an acute shortage of copper I believe. 

Senator Haypen. At the present time, yes. at is i primarily 
I think to strikes in this country and if Chile. Otherwise the supply 
Wowie 5 be so far off, and I doubt if the present high price will last 
very long. 

nator Rosertson. Will silver mining help to increase the supply 
of copper? ere * 

Senator Haypxn. It does, because when you get down to mining 
exceédingly low-grade copper, the silver content in the oré helps to 
carry on the cost of mining, and that is also very essential in lead and 
zine mining. pd coat ; 

The minerals do not occur all by themselves. The early day 
copper mines had a gold content: that was.most important. The 
story is when Senator Clark came down from Montana to Arizona 
and bought the Jerome mine the gold contént of his copper mine.was 
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such thatthe ore could be anined and copper mat.could be made and 
the mat shipped to New England for refining. There was enough 
gold in the copper mat. at the time it got there to pay for the entire 
costs, and the copper cost Senator Clark nothing. 

Now those very rich deposits have been worked out, so it has been 
necessary to go into lower and lower-grade deposits, and in doing 
that this fraction of silver in lead and zinc and copper in the ores 
very materially helps us in our mining. 

(The figures referred to, and a' letter, received by Senator Hayden 
from the Director of the Mint, :are as follows: ) 


Treasury DEPARTMENT, 
Orrice or Director or THe MINT, 
Washington, D. C., December 12, 19665. 
Hon. Caru Haypen, 
United States Senate, 
Senate Office Building, Washington, D. C. 

My Dear Senator: Confirming our telephone conversation, enclosed aré two 
tables. The first covers the United States production of silver by years from 
1900 through 1954 in fine ounces; .The second, the silver processed inta United 
States silver coins, by calencar years, from 1936 through 1954, 

These figures, by years, will incicate the relationship in which you are interested, 

If you wish any breakdown of these or other statistics, or if you would care to 
have a complete set of the 20 tables on silver, used by the Treasury Department 
in hearings before the Senate Banking and Currency Subcommittee on the 
Federal Reserve System on July 13,1955, we will be very glad to furnish them, 


Sincerely, wie ® 
M. H, Brerr, 
Director of the Mint. 


United States production of silver 1900-1954, in fine ounces 
[Figures prior to 1930 include the Philippines] 


St conesivesaumeauer en i EL Pie. we gsngncccages om 58, 463, 000 
Pb coast poanono<egese 55, 214,000 | 1929... ....-.-.---222-. 61, 328, 000 
1908.58 Us SU. 55, 500, 000 | .1930___...............- 50, 600, 000 
1903 ; conden sii ddes -sus 54, 300;,000)) 1931. .......-.--...+... 30, 800, 000 
TY a, ac NE Pgs I cee , 800, 000 
Lacs: dctane neue shh on Dy es WE LBB 00 ee meme 22, 800, 000 
Teen <n pddhanmesr ope 56, 518, 000/ 1984... .-.........-... 32, 500; 000 
1007 5os Uae US ELLE 56, 515, 000} 1935_-..............--- 45, 600, 000 
1908... . 22 ndilssidiine bin’ 52, 441, 000 | 1936__.............-.-. 63, 400, 000 
LO ig conse gree <pindpe- om i ET ink nn pemnanene 71, 300, 000 
Le none-9.<tid sere esees i a: comnun==c0ce~c-a-= 61, 700, 000 
LEEE dn. csncoharenmperert ee ET SEOs 2 nantes cee , 900, 
LOTR ne awe semiementiien 63, 767, 000 | 1940._.......-.-....-.. 68, 300, 000 
4918. 5k . Lkdnbin dons 66 SREP ORS lyre dine Joo Sas wom 71, 100, 000 
O14, . ne -pecenye-sennae 72, 455, 000} 1942... ..............-. 55, 900, 000 
Titi ceensssieataniiac aaa eo 40, 900; 000 
IVIR......nncsamcumiiaees 74, 415, 000} 1944___-._.--- ele. 35, 651, 000 
ION ous RU ULE IOS 71, 740, 000} 1945... ........2....--. , 063, 

MO RR cit id oe 67, 810, 000} 1946_....._....-...---. 21, 103, 000 
Le rennet enaseen ae Ph ann neenninaghanchn= 38, 587, 000 
Si ncensmsenenedations 55, 362, 00) 1948... 39, 228, 000 
TE an uheenans Sopa ae 53, 052, 000} 1949___._.._.......--.-- 34, 945, 000 
02S. ois ol aw fee 56, 240, 000} 1950... ..........-.-.-- 42, 309, 000 
TE 2 atbonane <item Le 8 Ob) ) 39, 907, 000 
Sn wontrenetenveteaaiinential 65, 407, 000} 1953... nnn ene 39, 840, 000 
Tein wtane enivnbeienn mete 2 Sn cane sebvaenan ann ap 37, 736, 000 
LE outenosh nail ensints 62, 719, 000 | 1054 *........--..-.---- 37, 000, 000 
OS? . itis tian Shs iy 60, 000 

' Estimate, Handy & Harman. 


Source: Director of the Mint, 
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Silver processed into United States silver coins, calendar years 1930-54 








{In round numbers] 
Silver con- 
Year Year tent—fine 
ounces 
GUIRS., ..<ccisvckitecase $2, 658, 000 1, 923, 000 |} 1043. ......-.....-.... 105, 773, 000 76, 513, 000 
ES npiniehiiialeemutieliin 621, 000 449,000 |) 1044._................ 90, 781, 000 oon oe 
Sl dnineiaddteciesadamnl 1, 562, 000 1,190;000 [1 TMB. ----~-- 2 -20-s23 75, 871, 000 54, 883, 000 
Shits ce ctdeniinnd 896, 000 648, 000 |} 1946.......-----..---- 60, 995, 000 44, 122, 000 
RCE SESe 22, 092, 000 16, 158,000 || 1947_......-..-.-....- 35, 323, 000 25, 552, 000 
i ctiniéadcicecnabeinnd 31, 237, 000 22, 773, 000 |} 1948... ........----.-.. 36, 860, 000 26, 663, 000 
AZ hi actsshoninnystinbaipeuies 34, 657, 000 leo.) EE 18, 651, 000 13, 492, 000 
1937... 22, 036, 000 15, 940, 000 || 1950...............-..- 34, 006, 000 24, 599, 000 
ea 8, 998, 000 6, 509,000 |} 1051. ...........-..-.. 61, 434, 000 44, 440, 000 
BS ceseinerterienatninnn 27, 913, 000 20, 192,000 |} 1952. .............-.-. 79, 264, 000 57, 338, 000 
BGs Saxcscccusctbeen 29, 360, 000 i, eeeee 1 bees. ......-........-- 59, 106, 000 42, 756, 000 
1941. 76, 120, 000 55, 064,000 || 1064. ..........-...... 73, 550, 000 53, 204, 000 
BE a ie dininntbdieeiineanindatl 102, 055, 000 73, 824, 000 


Source: Director of the Mint. 


Senator Dovetas. Senator Bennett, in the correspondence I had 
with you I asked you to arrange for the witnesses who wished to tes- 
tify against this bill. I wonder if you have any statement you want 
to make. 

Senator Ropertson. Before he makes a statement, I would like 
to ask Senator Hayden another question. 

Senator Dova.as. Certainly. I beg your pardon, Senator. 

Senator Ropertson. Are you for or against the bill? 

Senator HaypEeNn. I am opposed to the bill. 

Senator Rosertson. Would you summarize for us the reasons 
that you are opposed to the bill? 

Senator HayprEn. I am opposed to the bill because it seeks to repeal 
an act of Congress which was at the time of its enactment essential 
to the maintenance of the mining industry in the West, that since the 
enactment of that act the Federal Treasury has lost no money by 
reason of its enactment, and that at the present time there is no use, 
no call at all, to repeal it because the price that is being paid to the 
western miners is less than the world price of silver, so that no con- 
sumer of silver as of today could gain anything by its repeal. 

Senator Rosertson. During the period when cattle on the range 
are not doing so well, do silver purchases help to stablilize employ- 
ment in those Western States? 

Senator Haypen. Copper mining is the largest industry we have 
in Arizona. Of course, the more men employed in copper mining, 
the more they are able to consume the products of agriculture. 

Senator Ropertson. In the President’s state of the Union message, 
he has some plan to help those areas where there is unemployment— 
not fully sharing in this unprecedented boom. 

Senator Haypen. If we did not have the employment we now 
have in our copper mines, particularly in the West, we would be in 
a terrific depression. 

Senator Rosnerrson. That is all. 

Senator Dovaias. Senator Bennett was kind enough to volunteer 
to arrange for the witnesses in opposition to this measure. We 
are very glad indeed to have you here, Senator. I suppose you have 
your witnesses outside ready to testify. 

Senator Bennerr. Well, of course, Mr. Chairman, when I was 
told permission had been given to the Senator from Arizona to repre- 
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sent the mines of his State by statements submitted, without requiring 
the witnesses to make that expensive journey here—it costs just 
about the same amount of money to come from Utah, Idaho, and 
the other western copper-mining States—{ was relying on the gener- 
osity .of the chairman to accord the miners of my State and all the 
West the same privilege he accorded to the miners in Senator Hayden's 
State. : ; 

I have today statements from two of the mines in the State of Utah. 
I had expected two others but a porenitly something happened and 
they are not in my hands. So t ve no physical witnesses. The 
situation has been a little confused, because the permission to submit 
statements, of course, involves the question of by what date the state- 
ments must be submitted. I can assure the chairman that if that 
date is set he will have adequate statements from every one of the 
Western States representing all phases of the silver-mining industry. 

Senator Haypen. May I interrupt, Mr. Chairman, to say that Mr. 
Willis advised me that if after an examination of the statement he 
made there was any question in the mind of the chairman or of any 
member of the committee as to any facts, any representation he made, 
would you be kind enough to communicate with him in writing, be- 
cause he would be pleased to answer any such questions. 

Senator Dovatas, Is that all? 

Senator Bennett. May I say I am sure that holds true for any of 
the other witnesses who will be given the courtesy of submitting writ- 
ten statements. : ' 

Senator Dove.as. Certainly. 


(The statements referred to; presented by Senator Bennett, read as 
follows: ) 


Statement oF CiarRK L. Wrison, Vick Presipent, New Park MINING Co., 
Sait Laxe Crry, Uran 


New Park Mining Co., Keetley, Utah, is an independent mining organization 
owned by over 4,000 stockholders scattered throughout the United States and 
foreign countries. We produce a complex sulfide ore that contains gold, silver, 
copper, lead, and zine. This is shipped direct to a custom mill so that our income 
is dependent solely on mining operations. A substantial portion of our income is 
derived from silver production. We are, therefore, vitally concerned with any 
legislation or any other governmental action that would jeopardize our payments 
of any one of the metals we produce. Our immediate concern is Senate bill No. 
1427 calling for repeal of the Silver Purchase Act, of 1934. I don’t propose to 
diseuss here the economies of the bill as this will be presented in other testimony, 
but we do a the future probability of a reduced silver price to the pro- 
ducer if this legislation were to enacted. We feel that our mining situation 
as a nonferrous. metal miner is typical of the industry, and will illustrate to your 
committee the problems that would result from a reduced silver price. 

Before proceeding with our specific case I would like to comment on some of the 
broad aspects of the mineral production problems. As you know, there have been 
production and market fluctuations during the few years that have given rise 
to subsidy plans, exploration contracts, stockpile programs, and numerous discus- 
sions of the need for higher tariffs. The Government and industry are agreed that 
a minerals cy is definitely needed to help stabilize the mining industry. With 
this in an Office of Mineral Mobilization has been established in the Interior 

t, and subcommittees to consider various individual minerals. 
This type of a study will no doubt consider the interdependence of price and 
produdtion of one metal with another. This is extremely important as many of 
the common ores are complex and contain various metals that contribute to a 
commercial mining venture. This hearing should certainly consider these 
problems, and legislation involving one metal would be ill-advised if it did not 
consider the side effects to other producers. I propose here that any legislation 
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that jeopardizes metal prices is not appropriate at this time as it would conflict 
with the principles of the Office of Mineral Mobilization Committees established 
to prepare recommendations for stable industry. - 

New Park’s position in the business community:-The Mayflower Mine of New 
Park Mining Eo is located in the Park City ining District. of Utah. . This 
district has produced $400 million worth of metals in a ear period of time, 
Assets such as this must be protected and can be done only by continued opera- 
tion of its mines. The district is noted for silver-lead-zinc production and its 
welfare is directly geared to these particular metal prices, e have just experi- 
enced an extremely trying period with 2 of the 3 district mines closed for approxi- 
mately 2 years due to low lead-zine prices. These have now reopened as condi- 
tions have improved, but we would all face future closings with any appreciable 
reductions of metal prices. During the past 19 years our a has produced 
over 120 million pounds of lead, 150 million pounds of zinc 15 million pounds 
of copper. Our annual production now averages approximately 8 million pounds 
of lead, 11 million pounds of zine and 1 million pounds of copper. The importance 
of this production is quite ny ahem as it affects the economy of our mining dis- 
trict, local communities, the State of Utah, and the preservation and protection 
of the safety of our Nation, particularly in periods of worldwide shortage. In 
these times of ‘“‘armed peace’ domestic production facilities of base metals must 
be maintained for maximum security regardless of present supplies. Our con- 
tinued production of these metals is dependent upon a fair return from all the 
metals we produce. A reduction of income from any metal in our ores will 
jeopardize our entire operation. 

Importance of silver to New Park’s economy: I would like to illustrate this 
last point as it applies to silver with actual figures {from our production history. 
During the past 10 years the Mayflower mine produced over 4 million ounces 
of silver. This represents approximately 13% percent of the total value of New 
Park metal production (table No. 1). Net profit as a percent of total revenue 
from our operation during this same period averaged 12% percent (table No. 2), 
so it is quite apparent that we would not be in business without the silver in our 
ores. Table No. 3 presents an analysis of ounces of silver produced per pound 
of lead-zine. This.is converted to a monetary value with silver priced at 90 cents 
an ounce, and the result indicates that our silver production has been equivalent 
to a net increase in the combined lead-zine price of 2.11 cents over the past 
10 years, Since we actually receive only 54 percent of the market price for 
lead-zine, the market equivalent of the above price is actually equal to 3.9 cents 
per pound of lead-zinc. This represents a substantial percentage (approximately 
15 percent) of the combined lead-zinc prices ae this period. Table No. 4 
compares net income per ounce of silver produced for the past 10 years. This 
was a substantial figure during the first part of this period, but the chart indicates 
that a reduction in silver price of 17 cents per ounce would have wiped out any 
profit during the past 3 years. 

Perhaps other comparisons could be made, but I believe the point is clear that 
the 90-cent silver in our ore is needed just as much as any other metal at reasonable 
prices to keep us in business. 

Staying in business: This proposition of staying in business is naturally very 
important to us. The United States and its allies also have an important stake 
with us. I have inferred previously that’in times of trouble it is up to domestic 
industry to furnish the metals that are the basis of protecting our freedoms. 
The map of ship sinkings along the Atlantic coast during World War. II indicates 
our vulnerable position with relation to imports. I am confident that we would 
be in similar circumstances in case of future conflicts. The problem then resolves 
to not only staying in business, but we must expand our discoveries of domestic 
minerals to provide a solid mobilization base. There is an old axiom in the 
mining business that ‘‘We must continue to mine,ore to help. us find new ore.” 
This is true because as long as we maintain an active mining organization, we 
continue with the development and exploration work that opens present ore for 
mining and prospects new, zones of possible mineralization. We have been very 
active in this type of work in the past few years and it has produced substantia) 
ore reserves. 

Exploration involves several t of work. This may consist of horizontal 
openings blasted through the rock to follow known mineralized fissures, or to 
crosscut through barren rock to find such fissures. Vertical openings.may be 
driven as raises to prospect upward from mine levels, or shafts are sunk to open 
the mine at depth. This type of work is being done both at our producing mine 
and at new prospects. Each month we invest approximately $30,000, or 20 per- 
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cent of our total operating cost, on this type of work. The risk is naturally great, 
but this is typical of the mining business. It is this kind of work that develops 
adequate ore reserves for the future. 

There'is a second important point that must be clearly understood. Mines 
cannot be shut'down tocay and be reopened a year from now for immediate 
procuction unless there is a continual maintenance program. We have between 
10 to 15 miles of uncerground workings that must be kept open for our mine to 
operate. These openings are sometimes thought of as being in solid rock, but, 
actually, the rock is shattered by. faults and fractures, filled with slippery clay 
seams and water. Large quantities of timber are used each month to support 
these openings and the holes that are mace by removal of ore. These mine 
timbers are subject to failure from ¢ry rot, excessive rock pressure or subsicence 
in minee areas. There must be a regular schecule of inspection and replacement 
of poor timber to keep mine workings open and available for use. The problem 
of pumping mine water to keep openings from flooring is a constant job and is 
an overhead expense that continues, even when the mine is shut down. We 
closed: our property for 3 months curing the low leac-zine metal price period in 
1950 and found that the monthly charges to maintain our property would bankrupt 
our company within a year. We have also found from experience that once an 
underground opening is caved, it is more efficient and less expensive to crive new 
workings than to try to open the old ones. A minimum of maintenance in'a 
working organization will eliminate this couble investment and preserve the 
assets of the mining ineustry for the country. 

Our introductory statement indicated that New Park is an independent mining 
organization shipping its ore to a custom mill owned by another company: ‘The 
people operating the mills, smelters, and refineries are also vitally concerned 
with any proposals that affect our operating conditions. 

In selling our ore, consideration must be given to the fact that a mine, as a 
basic raw-material producer, must pay the cost for ore beneficiation by milling 
and smelting industries. In other words, their costs come back to us in the ore- 
treatment contract charges. This is illustrated by the actual net return we 
receive on metals as compared to their theoretical market value. These are 
tabulated as follows: ~ 


Range in percentage value of full market price received by the mine 


Metal: Percent 
bs sae Sirs erases rr rower cc acc css. cceeteest 72-77 
Ra acai ni nie aT 79-82 
POR. dmiucn edad eunins snnmetdasolkae «newer tnecedéis ates 40-45 
TN a a er mrerr 70-75 
a I ia I a en a OT 48-52 


An example will explain this schedule. Ore that assays 6 percent zinc con- 
tains 120 pounds of zine per ton of rock. At present, full market value of 13 
cents a pound for zinc, the return on this metal would be $15.60 per ton of ore. 
Actually, we receive about, $7.50 per ton for the zinc in such ore. The percentages 
given above reflect the difference in gross metal value and the actual return to 
the producing mine, resulting from metal losses and charges in the recovery and 
refining processes to produce the metals from our ore. 

It is-apparent that changes in metal prices can be instrumental in closing not 
only mines, but other integrated taxpaying industries that are vital to our economy 

here are other. values to be considered in staying in business: 

1. We have a substantial investment in the training and orientation of our 
employees. This is valuable not only to us but to the industry and the country. 
We lose this in a shutdown and a part of these employees leave the mining industry, 
never to. return....Competent..mining labor has been a real problem during the 

ast. decade... Continued operations assure maintenance of present working 
orces and the development of new interested workers. 

2. Mining research in production methods and ore discovery by staff members 
is a part of our business. This must be continued and can only be done by financial 
support from profitable metal production. 

3. We have a real responsibility to our employees who have had sufficient 
faith in our company and the economics of our industry and country to establish 
their families and homes in our area and invest their time with us. Our employees 
and their tamilies represent a total of over 1,000 people whose livelihood- depends 
on our mining operation, Through many years ol eaandlatien with our employees 
and the union representing them, we have established plans to provide for retire- 
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ment pensions, life insurance d employees’ periods of employment with us, 
and health and accident femamined thet covers both the employee and his family. 
The company pays a large share ot the employee’s premium expense in these plans. 
If we are forced to close, our people suffer a threefold loss. Their immediate 
source of income is gone, insurance protection for their families is lost, and their 
plans for future security are destroyed. 

Summary: We realize that it is always a reasonable objective for a manufacturer 
or any other business to obtain raw materials at the most reasonable expense to 
his business. We like to do the same thing. We also realize that it takes a 
well-rounded economy to produce self-sufficiency. 

The world silver price situation is such that repeal of the Silver Purchase Act 
would probably have no immediate effect upon us. We feel that the present world 
price is somewhat artificial compared to expected prices over the long pull and is 
due to heavy use by the arts in —— of facilities destroyed in wars and as 
used in industries that are expanding as a war aftermath. It is quite probable 
that future fluctuations in silver use will be reflected in price declines. e 
present law has a stabilizing influence on production and use of silver and allied 
metals, and as such implements the national minerals policy referred to pre- 
vously. This works to the benefit of both producer and consumer. 

Your committee should also realize that the producers of the basic metals con- 
sidered here have been forced to accept all the increased costs of wages and 
materials that have risen so markedly during the recent years. We must sell our 
company production at the prevailing market over which we have no control and 
cannot on increased costs to the consumer as does the manufacturer. 

In light of this reasoning we respectfully suggest that the committee considering 
this Senate bill No. 1427 become familiar with the many problems of the producer, 
as well as the consumer, before further action is considered. 


TABLE 1.—Silver production as a percent of total metal production 
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Taste 4.—Net income per ounce of silver produced 





Srarement or 8. K. Drousay, GeneRAL Manacer, Unirsp Park Crry MIngs 
{ } Co. 


In 1952, the two great mines of the Park City district, Silver King Coalition 
Mines Co. and Park Utah Consolidated Mines Co., found themselves ractically 
exhausted of ore reserves and without sufficient funds to carry on the long-ran 
development work necessary to replace ore than was mined for the needs of Wor 
War ti and the Korean emergency. Like so many other domestic lead-zine 
mines, they had concentrated on producing metal for war without carrying on 
sufficient development work. Manpower shortages, together with ceiling prices 
on metals, made it impossible to develop new ore as reserves were mined out or 
to set aside enough capital to do the job when the war was over. The two com- 

anies then deci that they would have a better chance to survive and be re- 
habilitated if they joined forces; so they are now combined into the United Park 
City Mines Co. 

United Park City Mines property covers an area roughly 50 square miles in 
size and;represents one of America’s greatest potential producing areas for lead 
and zine. tween 1875 and 1953 the property produced 11,434,431 tons of ore 
for which payment of revenue amounted to $249,310,471. Smelters and allied 
industries probably realized an equal sum in processing the ore and its products. 
Between 1,000 and 2,000 men were employed at the mines when production was 
pe rane It has recorded the following production between the years 1875 

1 ; 


Silvers OWNS 0 WOLD CSCS BL LBA Sone ounces... 193, 238, 373 
GobO SUGGS oe ah a TSS tL SL a Ges k , 198 
Bees sF0 0 2 sub Ha POE Se eee euliefe pounds... 2, 233, 624, 316 
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Early-day production consisted primarily of silver. Shallow workings through- 
out the district, together with the rich Ontario vein, produced an abundance of 
this metal before ‘a 1900. After 1900 the base metals of lead and zine 
came more into the picture and the average grade of production-between 1902 
and 1953 was as follows: 


me A Re ORS PERT TR es ounces per ton_. 11. 00 
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If this grade ore was sold at today’s market. prices, the money received by the 
mining company from the smelting company for the various metals would be 
proportioned as follows: 

Income from Average Grade of Ore at 
Prices Prevailing at End of December 1955 
Production, 1875-1953 1002. 
11,434,431 Tons 
90% 


80g. 


Average Grade 


Silver 
Gold 
Lead 
Zinc 


70% 
60% 
50% 
4OZ 
30% 


20% 
10% 


It is readily seen that the silver byproduct from the production of lead and zine 
would amount to 22.69 percent of the income at today’s metal prices. Profit in 
mining could not exist without silver. Past dividends were paid entirely because 
of the silver content. 

As a further example of the dependency of mining on silver, let us examine 
United Park City’s operations today. After a shutdown period of approximately 
2% years because of low metal prices after the summer of 1952, operations were 
started on a limited scale. Government stockpiling had stimulated the price of 
metals, and because the company treasury was nearly exhausted by maintenance 
expenditures during the long shutd6wn, a crew of 250 men was employed and parts 
of the mining property where ore existed were put into production. evelopment 
work was started in other parts of the mining property. After 15 Yanethae of 


PER TON 


Operating Silver $30 
OPERATING INCOME VS OPERATING COSTS Profit $2.95 Income 
ee 3200 - 27 


15 Months' -Operation Gold 
Since Consolidation . $0.90 
Oct. 1, 1954- Dec. 31, ‘1955 24 


(Ore Yields Approximately $30 per Ton) operating 21 


ZINC 22.53% 


Income Tax and Depletion Not Included 18 
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operations the company has maintained its ore reserves and has accomplished 
some 23,000 feet of development headings, besides drilling approximately the same 
footage of ee drill holes. It may take another | or 2 years of this work 
to find enough additional ore to expand operations to the point that a normal crew 
of at least 600 men can be employed and a modest profit paid to the stockholders. 
This will come about gradually. The following chart indicates that silver still 
represents the margin of operating profit even though it amounts to but 10 percent 
of income. 

This operating profit, before depletion or income taxes, represents less than a 
2-percent return on investment capital without allowing for losses during shut- 
down periods. A substantial drop in the price of silver would wipe out much of 
the small incentive to keep operating. 

Past rewards have kept investment capital interested in United Park City 
Mines. Even though very few dividends have been paid since 1940 and shut- 
down costs range from $35,000 per month on up, there is still hope for the future. 
Modern mining. machinery and geological know-how have opened great poten- 
tialities but the cost and risk are equally great. There are over 1,000 miles of 
underground workings in the mine, many of which are kept open, by means of 
timber, for entrance and the drainage of water. It creates a tremendous main- 
tenance problem, 

The chart on page 280 indicates the production costs for lead and zine by the old 
companies of United Park City Mines since 1935. It shows that it has actually 
cost 31 cents to produce a pound of lead and a pound of zine since 1945. This 
combined cost includes the credit received for silver, gold, and copper. The 
chart also indicates that it would have cost 35 cents per pound since 1935 if labor 
and material costs were inflated to the rates of 1954. 

Today the combined price for lead and zinc is 284 cents per pound, Therefore, 
it is necessary to operate under these figures in order to survive. As explained 
above, this is being done largely through the pooling of interests of the old com- 
panies and through more efficient operations. .-Part of the savings comes through 
neglect of the less important sections of the mine by reduction of maintenance 
work. We trust that by such methods our ore reserves will be replenished and 
that United Park City Mines will be able to survive in world competition as it 
exists today. 

The last graph illustrates the large percent of money spent on development 
work in comparison to that spent on the mining of ore. The third large operating 
cost, labeled “Other Operating,’’ is for sueh things as mine maintenance, hoisting 
and haulage of ore and waste, pumping, supervisory work, and so forth. At least 
half of this cost is responsible to development work and the rest is responsible to 
the production of ore.: (See p. 281.) 

The Park City district is a great source of jobs and wealth for America. If 
United Park City Mines cannot afford to. maintain the vast network of under- 
ground workings, then it must be abandoned to rotting timbers and caving ground. 
If this was to happen, then it would be economically unsound and physically 
impossible to rehabilitate the workings for use in case of war. The margin between 
success or failure is very thin because-of depressed metal prices and expanding 
costs. Lower prices for silver, lead, or zine may prove to be the straw that breaks 
the camel’s back. Such a shutdown would be permanent and would have Crastic 
effect on two counties-which are largely dependent on the mines for tax support. 
This would also dislocate many families who live on or around small farms in 
the area and who depend on the mines for most of their income. Many small 
businesses in the area would go out of business. 

Let us all remember that inereased prices for metal—and silver is very impor- 
tant—does not necessarily all'go to increased profits to mining companies. Such 
increases make it possible to mine lower grade ore and to increase the amount of 
development work necessary to find new ore, The reverse is also true. Let me 
point out that any money that might be taken from the price received for silver 
would be money taken from work being spent to find new silver. This should be 
very important to those who expect to fabricate silver in the future. 
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Curer CoNnsoLipaTep MINING Co., 
Salt Lake City, Utah, January 6, 1956. 
Hon. Watuace F. BENNETT, 
United States Senate, Washington, D. C. 


Dear SEnator BENNETT: We wish to commend you for your opposition to 
Senate bill 1427 introduced by Senator Green, of Rhode. Island, repealing the 
Silver Purchase Act. 

We understand a subcommittee of the Committee on Banking and Currency 
will hold hearings regarding this bill on January 10, and wish to make the following 
statement on behalf of ourselves as well as the lead-zine mining industry in the 
State of Utah. 

Our company has been in continuous production of complex ores containing 
silver, lead, and zine since 1909. Our properties are located in the Tintic and 
Juab Counties of the State of Utah. From the year 1940 to date, we have pro- 
duced in excess of 125,000 tons of lead and zine metals. The ores from which 
this production resulted also produced in excess of 8% million ounces of silver. 
The net profit to our company, after taxes, depreciation, and depletion, amounted 
to $351,000. During this period of time all the silver produced was sold under 
the terms of the Silver Purchase Act, and we at no time received less than 90 
cents per ounce. By inference you can see that had the average price of silver 
been 85 cents per ounce during this period of time, our company would have 
operated at a loss of more than $100,000. 

A continued guarantee of the price of silver is essential to the future welfare 
of the western lead-zine mining industry. Repeal of this act could very easily 
be the forerunner of additional closures, in an industry which for the past several 
years has been in a depression, although the country as a whole has probably 
been more prosperous than ever before. Your continued excellent work in this 
connection will be greatly appreciated by all concerned. 

With kindest personal wishes, I remain 

Sincerely yours, 
Cxci.. Frrea, Jr., 
Vice President and General Manager. 


STaTEMENT OF Ura MintnG Association, Mites P. Romney, MANAGER 


I am Miles P. Romney, manager of the Utah Mining Association. Members of 
our group mine over 95 percent of the silver produced in Utah. We oppose passage 
of 8. 1427 on the grounds such action would curtail production of silver and of lead, 
zine, and copper, would be harmful to present operating mines, and that it would 
serve to further restrict exploration and development of new mining properties. 

The evidence presented is based on analysis of factors controlling mining and 
on my own personal experience of some 20 years in mineral exploration in the 
Western £tates. 

With but few exceptions, every major nonferrous mining camp in the West was 
discovered through rich, near-surface concentrations of silver. These western 
mining operations in 1954 produced 49 percent of the Nation’s lead, 52 percent 
of the zinc, and 95 percent of the copper. These discoveries were made in Nevada, 
Colorado, Idaho, Montana, California, Utah, Arizona, and New Mexico, while the 
West was still wild, when there were no roads, railroads, or communities. The 
new wealth, the excitement, and the economic activity related to mining which 
followed the silver discoveries, were responsible to a great degree for the coming 
of the railroads and the founding of the great cities of the West. The histories 
and structures of San Francisco, Denver, Salt Lake City, and many other com- 
munities, are replete with evidence of those days. Silver is still high in the 
economics and the sentiments of westerners. The fact that 30 western Senators 
opposed even the holding of these hearin, s is eloquent evidence that the economics 
of silver and the popular affection for silver in the Western States is deep-rooted 
and is in no wise related to party politics. The fact that in 1948 this same western 
area produced 65 percent of the lead, 58 percent of the silver, and 95 percent of the 
copper, testifies to the damage sustained by western lead-zine operators since 
1948. Any reduction of silver price through’ passage of 8. 1427 would but add to 
the adverse conditions which lead-zine operations have experienced. 
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PRODUCTION AND CONSUMPTION TRENDS 


Since July 1955, the world price of silver has equaled or exceeded the Treasury 
price of 90.5 cents “ee ounce. The fixed Treasury price and availability of silver 
to consumers at that price have, therefore, served effectively as a ceiling for 
world price. Critical examination of silver production and silver consumption 
trends strongly suggests that this situation will continue. The attached 
Silver Production and Consumption 1913-54, shows these trends. 

Annual totals of silver production in the United States have decreased about 
20 million ounces between the 1910-20 decade and the 1950’s. Consumption in 
noncoinage fields has increased in the same comparative periods from about 30 
million to about 100 million ounces. The production decrease results from 
sharply decreased silver content in western ores and from adverse price and market 
conditions affecting the lead-zinc industry. In 1910-20 the average quantity 
of silver per ton of lead and zinc metal was 29.13 ounces. In the 1950’s the 
silver content had fallen to 19.5 ounces per ton of metal. 

World silver production in 1913 was 210.5 million ounces and in 1953, 216.4 
million ounces, reflecting little change. However, saver promeee per short ton 
of lead, zinc, and copper was 65.87 ounces in 1910, but only 26.94 ounces in 1952. 
Although such comparisons do not accurately reflect grade of silver in nonferrous 
ores, they do suggest a decrease in silver production. A trend opposite to most 
other metals. 

United States consumption of silver averaged about 40 million ounces in the 
1910-20 decade and about 148 million in the 1950’s. The portion of the total 
world ——- of silver consumed by the United States was about one-third 
before World War II, but in the 1950’s was up to two-thirds. 


SILVER PRICE 


Silver has been consistently underpriced during the past several decades. 
Taking 1913-16 as base years (closely parallel to the 1910-14 base years used 
for the agricultural price index), we find the following comparisons for subsequent 
years: 


Index as per- 
1947-49 = 100 cent of 1913-16 
percent base 
(average) 


Seeesee 
KVBSZRSSe 
a ait 
SaSSRzas 
SSSR2zez45 


os 


* Covered by Silver Act of 1934. 


The Consumers’ Index is a good relative measure of the increased cost of labor 
and supplies during the period illustrated on the chart. The Consumers’ Index 
for the 1946-54 period is 138 percent higher than during the 1913-16 period, 
whereas by comparison silver price increased but 57 percent. 

The attached chart, Silver Price 1913-54, shows the actual silver yee year 
by year, the Consumers’ Index year by year, and the “adjusted” silver price, 
assuming silver had experienced price changes to meet the economic adjustments 
indicated by the index. Silver prices in 1917-18 and 1919 were above such “‘ad- 
justed price.” They practically coincided with the adjusted price in 1935 and 
1936 (result of the Silver Purchase Act of 1934). In all other years the actual 
price was substantially below adjusted price. 
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MAJOR SOURCES OF SILVER ? 


The major portion of domestic silver is produced incidental to lead, zire, and 
copper mining. Some mining of lead, zinc, and copper would be carried on if 
there were no silver in the ore, but there would be less of those metals produced. 
Development of a mineral deposit for mining depends upon the combined value 
of its numerous products. That combined value must cover estimated operatin 
costs, return of capital, and some dividend potential to Justify an operation. If 
silver were not present then the lead, zine; or copper grade would have to be higher 
to compensate. Silver in western ores simply increases the reserves of lead, zinc, 
and copper ore and the price of silver affects the weight of silver’s impact on ore 
reserves. To mine Western State lead-zine ore with zero silver content, and 
maintain the present lead-zine production rate, the ore would have to contain 
40 to 45 pounds more lead and zinc than the present ore grade with silver included. 
Had the adjusted silver price prevailed, as shown on the chart, reserves of lead, 
zine, and copper ore would have been substantially increased in Western States 

In 1954, 36,530,413 ounces of silver were produced in the United States. Areas 
other than Western States produced but 388,834 ounces. 16,262,559 ounces of the 
total were produced in Western State lead-zine operations,. At 90.5 cents per 
ounce the silver recovered from western lead-zine ore in 1954 amounted to about 
1.81 cents for each pound of lead or zine produced—roughly $3 to $3.50 per ton 
of lead-zine ore. Silver recovered from copper ore in the Western States in 1954 
amounted to about 0.4 cent per pound of recovered copper, or roughly 6 to 7 cents 
per ton of copper ore mined. 

The legally set Treasury price for silver has led to charges of preferential 
treatment for western mines. As outlined above the value of silver produced 
from western lead-zine mines in 1954 was equivalent to 1.81 cents for each 
pound of lead and zine procuced. Facts not understood in making such charges 
are simply that through geographical location in relation to metal markets and 
because of ore complexity, sums received by western operators for silver are 
largely offset by cost Ccifferentials. It costs the western operator about 0.7 cent 
per pound more for freight to the New York lead market and 0,6 cent per pound 
more to the St. Louis zinc market than from central and eastern mining areas. 
Western ore complexity requires higher capital investment in mills, higher 
operating cost, and results in lower metal recoveries than most central and 
eastern State ores. This cost cifferential has not been calculated, but would add 
substantially to the freight cifferential above given. 

The reputed preference to western mines would be the cifference between 

resent Treasury price (90.5 cents) and an open-market price if the Silver 

urchase Act were repealed. For purposes of estimate assume that cifference 
would be 10 cents per ounce or an 11-pereent decrease. Ten cents per ounce 
converted to per pound lead, zinc, and copper equivalent would be 0.18 cent for 
lead and zine and 0.04 cent for copper. Freight cost cifferential alone, of about 
0.6 cent for zine and about 0.7 cent for lead and copper, makes preference charges 
a bit hollow. 

TARIFF AND SILVER 


A Mr. George R. Frankovich, associated with the New England Manufacturing 
Jewelers and Silversmiths Association, in presenting testimony on 8. 1427 (pp 
123-137 of pt. I of Report of Hearings before a Suteommittes of the Senate 
Banking and Currency Committee), reported the average tariff on silver jewelry 
and tableware to be in the vicinity of 30 to 35 percent. He defenced that rate 
of tariff as being moderate; contending any tariff was low when it fails to restrict 
imports, regardless of the rate of the tariff (p. 126). By a most favorable method 
of determining the percentage relationship of imports of silver commodities to 
domestic proc uction, Mr. Frankovich claims 8 percent in 1953. 

The comestic lead-zinc miners who produce the silver and who will be affected 
be any action taken on S. 1427 are also vitally interested in tariffs and a few 
comments on their position might be in order. It is pertinent to contrast their 
position with the position of silver manufacturers as portrayed by Mr. Frankovich. 


Silver manufacturers Lead-zine miners 


Tariff protection.........| 30-35 percent 6.4 percent on lead; 5.2 percent on zinc. 

Imports 1947_............| $3 million of total 44 percent of new lead supply; 37 per- 
cent of zine supply. 

Imports 1953_............| $14.5 million of $450 million or 3 per- | 62 percent of new lead supply; 59 per- 
| cent (adjusted to 8 percent, p. 127). cent of zine supply.! 


! This was a year of great surplus imports, for total new lead supply was 113 percent of new lead consump” 
tion and total zine supply was 132 percent of consumption. 
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There is no tariff on silver, which fact, if S. 1427 were enacted, would present 
the incongruous situation of a 30-85 percent. tariff on silver manufacturers to 

rotect investments and employees, as contrasted with no protection for the 
investments and employees producing the raw silver for their use. Wages aver- 
aged $1.65 per hour in 1954 \in silver manufacturing industries. Miner’s base 
wage was $1.87 per hour in Utah. Tf preferential treatment in the’ matter of 
silver is pertinent to consideration of S. 1427, tariff is the appropriate field. 

The tariff on lead and zinc has proven completely inadequate to restrict excessive 
imports. An increase in duties was denied by the administration, even after 
ample justification was established by Tariff Commission investigation. Passage 
of B 1427 would probably result in some silver price decrease, which decrease 
would have to be absorbed by an industry harassed over the past few years by 
excessive imports of metals; an industry forced to sell metals at prices below our 
domestic economic level and struggling to salvage mine investments and ore 
reserves. A decrease in silver price would have little effect upon the using industry 
whose competition from imports is minor and who can price products consistently 
with the economic. level of the: domestic economy under the protection of a tariff 
representing about gne-third of thé valhé of competing products. 

f the mining iadustry producing silver were so protected, there would be no 
need for them to worry about the price of silver or the attacks of the silver 
manufacturing industry upon that price. 


CONCLUSION 


President Eisenhower and the Cabinet Minerals Policy Committee have recog- 
nized the importance of the domestic mining industry to the domestic economy 
and to the national defense. Through their interest and recommendations an 
Office of Minerals Mobilization has been established to aid in attaining that end 
Such actions recognize the fact that the domestic mining industry has not attained 
its potential in production of metals for domestic and defense needs. One recog- 
nized cause of such failure is the lack of incentive for risk investment in mineral 
exploration and long-range development. 

The proposed passage of 8. 1427 would further reduce such incentives as now 
exist, and thereby more-fully place the mineral industry (particularly nonferrous 


metals) in a liquidating status (mining ore reserves Without compénsating teplace- 
ment). 


With domestic silver production deelining, domestic consumption rapidly in- 
creasing, and world production relationship to domestic consumption narrowing, 
it seems logical that the long-range view demands increased domestic production. 
As it is commonly recognized that potential for such increase exists, it would be 
unfortunate to pass 8. 1427 and establish an additional barrier to the full develop- 
ment of our domestie silver production potential, 

Senator Dove as. We have with us the senior Senator from Rhode 
Island, Senator Green, chief sponsor of the legislation, Is there any 
statement you would like to make? 

Senator Green. No. I am sorry to have missed part of Senator 
cece statement. I listen with interest to him, usually with 
profit, bs 

I have nothing to add to the statement I made to the committee 
at the last meeting, July 25. 

Senator Dove.as. Senator Bush? 

Senator Busx. I would like to make a few observations about this 
legislation, Mr. Chairman. 

In the first place, I do not see that there is any rush about handling 
this bill at this early stage of the’session. I do not see why we do 
not have time to bring on some of these witnesses of these big pro- 
ducers who are so anxious to avoid any change in this situation, 

Like Senator Green, I am very strongly in favor of this bill. It 
affects a very important segment of New England and my own State 
of Connecticut very materially indeed. es bac 

I think it-is very sound legislation, because I think it repeals a law 
which has simply been ‘a subsidy which has not been particularly 
needed by these producers. I have always been surprised, with the 
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small figures involved, why there was'such a great furor about this 
Silver Purchase Act and why the producers were so much in favor of 
it, whereas the manufacturers have over the years found themselves 
at a disadvantage because the law that is on the books requires the 
Federal Government to pay over the market for the raw material 
which goes into these goods. 

The distinguished Senator from Arizona says right now it. really 
makes no ‘‘never mind’’ because the world price aes the price the 
Government has to pay. That»is true, and that is a good time to 
repeal the bill—because nobody will get hurt on it at this time. 

But. if the price of silver should go down below the Government 
price, then who is going to get it in the neck? Well, it is going to be 
the converter, the manufacturer who has to make the that 
this silver is used for. Otherwise there would not be any market for it. 

It seems to me simple justice that this ought to be looked into 
very carefully. I will now urge that the committee do bring witnesses 
here from the producers, large and small, and let:us question them 
about the profits that they have made in connection with this whole 
situation. I think it calls for a very thorough study by this committee 
as long as it is up, and I strongly urge the chairman to require these 
witnesses to come on here with figures and let us get into the details of 
this situation. 

Senator Doueztas. Do you suggest that the committee subpena 
witnesses? 

Senator Busu. I would favor getting them here that way if 
necessary. 

Senator Bennert. May I make the observation to my colleague 
from Connecticut, Mr. Chairman, that these sadly burdened silver 
users, whose profit figures are very pleasant to contemplate, were 
represented here by one man who took approximately 30 minutes. 
So maybe we should subpena the silver users. 

Senator Busxu. I would be very glad to have them subpenaed also 
if you want to open it again. I thought the hearing was purely for the 
opponents of this bill and that you had closed the hearing so far 

Senator Bennetr. No, the hearings have never been closed for the 
proponents so far as the Senator from Utah is concerned. 

Senator Busu. I may bave misunderstood that, but it was my 
understanding that you had heard the proponents and now it was the 
opponents who were to be heard. But if the committee would like 
to have more testimony on this and thinks that we should have more 
testimony from the manufacturers, I know they would be very eager 
to come down here and disclose their figures in detail. 

Senator Bennerr. They had that opportunity and did not come 
down. They presented a very generalized statement through the lips 
of one of the vice presidents of the Tiffany Co., that certainly doesn’t 
represent the large commercial producers of silver products. 

Senator Dovetas. The record shows 

Senator Busx. I can see no reason why they would have avoided 
the chance. I am not familiar with why they did not testify when the 
proponents were heard last year!’ tam a little surprised at what the 
Senator says. without doubting it at all. ul ai 


Senator Dove as. I may say that we heard Mr. Frankovich, the 
executive secretary of the New England Manufacturing Jewelers]& 
Silversmiths ‘Association, ‘whose: testimony: begins ‘at pages 121 and 
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123, and Mr. James B. Dickey, president of the Silver Users Associa- 
tion, on page 137. 

At one of the hearings, as printed on page 78, I made the following 
statements 


On July 11, 1955, I gave notiee that all those desiring to testify on S. 1427 
should notify the clerk on or before the close of business today. Subsequently, 
it was agreed between myself and the Senator from Utah that hearings would 
proceed during this session of Congress, during which time Government witnesses 
and proponents of the bill would be heard. Opponents of the bill will be heard 
early in the next session of Congress. A reasonable period of time will be allowed 
for such testimony. The Senator from Utah has agreed to undertake the arrange- 


ment for passoniting this testimony. Proponents of the legislation may, however, 
also be asked to testify at that time. 


For this reason, the deadline established by my notice of July 11 will not be 
enforced. The hearings will not be closed today as was intimated in press dis- 
patch, and the next hearings will be held next Monday. 

So I think that should make it clear. 

Senator Buss. Is the Senator willing to hear more from the 
proponents then? 

Senator Doveras. Oh, certainly. 

Senator Busu. I would be glad to suggest names of witnesses. 


Senator Dove.as. Certainly, I would be very glad to schedule 
them. 


Senator Dworshak, do you wish to make a statement? 


STATEMENT OF HENRY DWORSHAK, A UNITED STATES SENATOR 
FROM THE STATE OF IDAHO 


Senator DworsHax. Thank you, Mr. Chairman. I have no pre- 


pared statement, nor did I intend to make any comments at this time. 
I am here primarily because the State of Idaho is the No. 1 producer 
of silver in the United States: 

I was impressed by the question asked by my distinguished colleague 
from Virginia when he was amazed to hear the statement by Senator 
Hayden that the Government had profited under the terms of the 
Silver Purchase Act. That typifies the widespread misconception or 
misunderstanding which prevails throughout the country. 

I did not read these hearings. I have not appeared as a witness. 
But I shall certainly plan to do so if additional hearings are held, 
because I think that if we scrutinize all the aspects of this entire 
purchase program we will find that. our Government has benefited 
from many angles, not only in making many millions of dollars by 
purchasing the silver and using it for coinage purposes. 

The seigniorage of about 30 percent provides a large profit, but I 
would like to point out that during the past 2 auras Mir. Chairman, 
there has been much apprehension in the United States because of the 
fact that depressed prices in our domestic mining industry for copper, 
lead and zinc, and other strategic minerals created a stalemate or 
rather, a situation that was very menacing. ‘In otlier words, if we did 
not stimulate production of these essential minerals we would find 


ourselves dependent to a large extent upon foreign sources. 
tie we are spending billiot 


* 
ee e illions of dollars not only for our 
national defense in the Department of Defense but on many programs 
which are designed to bulwark economically and financially our 
national preparedness. ‘ I challenge anyéne-to show that the produc= 
tion of minerals is not absolutely essential for our national defense. 
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I want to stress that at a time when the Government has been 
engaged extensively in the stockpiling of many of these minerals 
because they are deemed essential for national defense, it would be 
utterly defenseless to discontinue a program like the purchase.of silver 
which would discourage the production of copper, lead, zinc, cobalt, 
and other minerals in the Western States. These are a byproduct to a 
certain extent or are equally dependent upon the production of silver 
for a profitable operation. 

At a time when we witness in South America, in Africa and other 
places distressing strikes which cause the current shortages of copper 
and other minerals, we should take renewed energy in trying to pro- 
vide for the production of these minerals in our country. 

I think that, entirely beside the point of whether the processors in 
New England or the users of silver any place complain that they are 
not able to purchase silver at fair prices, we cannot justify dealing 
such a serious blow to our domestic mining industry. 

I ask my friends from New England where would they purchase 
silver when the world market is higher today than the price paid by 
our Government for silver produced in this country? ere would 
they purchase this silver, Mr. Chairman? 

Senator Busu. Will the Senator yield? I would be glad to observe 
that they would purchase it right where they are getting it righc now. 
The point is that this legislation is not of any particular importance 
either way as long as the world price is higher than the Government 
price. The point we are talking about is that while everybody is 
comfortable, to get this law off the books and put it on a sound basis 
so we are no longer subsidizing these miners at the expense of all the 
rest of the consumers in the United States. 

Senator DworsHak. Mr. Chairman, I understand we have a tariff 
on silver products of about 25 to 35 percent at the present time. I 
wonder if the processors of silver would be willing to accord the raw 
material the same treatment and place a tariff on silver to provide 
some degree of protection against the devastatingly low wages paid 
to miners in South America and in Africa? In Africa they pay about 
as much a month to an experienced miner as we pay in the United 
States for a day’s wage. 

Senator Ropertson. Senator, did you see in the paper yesterday 
where the Populist Party had already nominated their candidates for 
President and Vice President? 

Senator DworsHak. No; I did not read it. 

Senator Ropmrtson. They have in their platform that we could 
save money by forgetting all about gold and silver and just printing 
prema. assume from what you say ze agree with old Bob 

ngersoll in the campaign of 1896 when he said he wanted every green- 
pees to be able to stand on end and say, “I know that my redeemer 
iveth.” 

Senator DworsHak. No; I certainly think that we are not on the 
gold standard. I think it is good to have asilver base for much of our 
currency. I cannot comment upon the status of the Populist Party. 
But I would say it would be Sapeungt lacking in appeal to the voters 
of this country if it presented a p atloran on the basis of which, the 
Government would make a profit in these days of political een 
and demagoguery. I don’t think that they would get very far wi 
that kind of appeal. 

(The following were received for the record:) 
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Unrrep Sratres SENATE 
CoMMITTEE ON APPROPRIATIONS, 
January 14, 1956. 
Senator Paut H. Dovetas, 
Subcommittee on the Federal Reserve, 
Senate Office Building, Washington, D. C. 

Dear CoutiBacue: At the recent hearing which your subcommittee held on 
S. 1427 to repeal the Silver Purchase Act, the question was raised as to whether 
the Government was losing money through the operation of the silver purchase 
program. I should like to emphasize that the Congress has never appropriated 
any Federal funds to subsidize or to pay for any deficiencies in the operation of 
this program. 

I have conferred with the Treasury Department to get some accurate figures 
concerning the operation of this program since 1934 which shows that through 
seigniorage on silver purchases through 1955 the Government had a profit of 
$1,694,071,382. I am also advised that from 1934 through May of 1955, total 
gains or “profits”? made by the Government on sales of silver amounted to $141,- 
450,784. The total of these two is $1,835,522,166. 

This should conclusively refute any charges that it is costing our Government 
money to operate this purchase program. In reality, a very handsome profit has 
been made in addition to various other beneficial features to stimulate production 
by our domestic mining industry. The facts show how inappropriate and ill- 
advised it would be to abolish the silver purchase program at this time. 

The Idaho Mining Association through its secretary, Harry W. Marsh, urges 
continuance of the silver purchase program and, therefore, is opposed to the en- 
actment of S. 1427. I ask permission to insert in the record at this point, this 
letter and the attached communication from the association. 

Sincerely yours, 
Henry Dworswak, 
United States Senator. 


IpaHo MINING ASSOCIATION, 


Boise, Idaho, January 6, 1956, 
Senator Paut H. Dovetas, 


Committee on Banking and Currency, 
Subcommittee on the Federal Reserve, 
Senate Office Building, Washington, D. C. 


Dear Senator: At the 1955 meeting of the Idaho Mining Association, which 
for 53 years has been recognized as spokesman in Idaho for the small mine opera- 
tors, lessors, and other producers in the nonferrous minerals industry of the State, 
the following resolution was unanimously approved: ‘We endorse the existing 
Federal policy with regard to the acquisition, by the Treasury Department, of 
newly mined domestic sliver both for its beneficial influence upon the base-metal 
mining industry and for its traditional service in providing a base for a portion 
of the Nation’s currency. We advocate congressional action to recognize the in- 
creased cost of producing silver by removing the seigniorage now charged by the 
United States fiction upon newly mined domestic silver. We urge the con- 
tinuance of the silver purchase program.” 

One point must be stressed. hat is, as our mines are worked to greater depths, 
the silver content in our nonferrous minerals decreases. With the decreased 
silver content the continued operation depends upon whether this mineral can be 
classed as ore or waste because of lowered production returns. If it must go to 
waste it is lost forever. The balance waste and ore becomes an economic factor 
in the life of a mine as to whether or not it msut be abandoned or can continue to 
operate. The silver content of the ore of many of these properties determines 
this factor. 

The Idaho Mining Association urges the continuation of the existing. patios 
whereby newly mined domestic silver may be tendered to the Fresmry epart- 
ment for coinage purposes. Senate bill 1427, a bill to repeal certain legislation 


relating to the purchase of silver and for other purposes, should be rejected by 
the Congress, 

It must also be remembered that since silver is produced as a byproduct in the 
mining of so many other metals, this legislation is considered most dangerous to 
the mining industry of Idaho and the entire West. The predominating nonferrous 
metals in Idaho which contribute to our greatest tonnage and monetary values are 
lead and zine ores, which contain silver. 
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At a meeting in Sacramento on November 7, 8, and 9, 1955, the Governors of 
the 11 Western States recognized the economic importance that the silver con- 
tent in our western ores plays in the continuing existence of our mines and unani- 
mously adopted a resolution which states, ‘‘Senate bill 1427, a bill to repeal cer- 
tain legislation relating to the purchase of silver and for other purposes, should 
be rejected by the Congress.” 

Respectfully submitted. 

Harry W. Marsu, Secretary, 
Idaho Mining Association. 

Senator Dovetas. It is a pleasure to hear Robert Ingersoll quoted 
in support of silver purchases. 

Senator Allott? 


STATEMENT OF GORDON ALLOTT, A UNITED STATES SENATOR 
FROM THE STATE OF COLORADO 


Senator ALLorr. Mr. Chairman, first of all I would like to associate 
myself with the remarks of the distinguished Senators from Arizona 
and Idaho and Utah. Ido not have at this time a prepared statement. 
I came here this morning to hear the testimony of the senior Senator 
from Arizona. But in that respect I would like to ask permission 
from this committee,if I may, to file at a later time statements from 
the Colorado Mining Association and also from other individual 
mining interests in Colorado protesting against this bill. 

While I do not wish to get into an extended discussion of this subject 
this morning, I may wish to discuss it later and file my own statement 
if agreeable with the committee. 

I would like to point this out to those who are in favor of the bill: 

No. 1, if we wish to discuss the prospects of the immediate pros- 
perity, or how well the respective industries are doing, you can go 
through the towns of my own State today and find very, very few of 
these mines in operation. My recent trip through the Silverton- 
Durango area, which is one of the great producers of silver in our 
State, disclosed, I believe, that every mine of any consequence was 
closed down completely. There might have been a few individuals 
who were trying to eke out a half existence from getting a few ounces 
of mineral out of the ground. 

But the economic status of miners in the West is a deplorable one 
and one that cannot be overemphasized. 

If we want to put it on a basis of comparative prosperity and join 
issue upon that and decide this question upon that basis, there would 
be no doubt in my mind which way the issue would be decided. [| 
am sure my colleagues from the West will join me in that. 

No. 2, 1 would like to leave this thought with this committee: 
Strangely enough, mining is not of the concept often thought of and 
believed by those who view it from afar and who have never been 
connected with it. A mine is not something that can—sometimes 
it can, but very rarely—be used for a while, closed up for a while, 
and then used for a while again. If a mine is a producer and is then 
closed and left closed, it is often ruined and closed forever. 

A good example of this, of course, I believe, is the old Bassic, one 
of the richest mines in Colorado, which was closed.” It has attempted 
to be opened up, and they have never been able to open it again and 
get to the original vein. 

So that it is not something that is always there. You can’t close a 
mine for years and expect to go back. You may never get back. 
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Third, you lose the labor market for the very highly skilled labor 
necessary to produce this. 

I would like to suggest in conjunction with Senator Dworshak’s 
remarks that if you have seen, as I have, the ships of the United 
States burning while you stood on the shores of the United States, 
you need no further proof that this country needs a strong domestic 
mineral industry. You must realize how important this entire metal 
industry is to the United States as a whole. We cannot let it sink; we 
cannot let it die. And to pass this legislation would mean a mortal 
blow to the mining people of the West. 

If I may, sir, I would like to supplement my own statements and 
also file supplemental statements dependent upon the decision of the 
committee. 

Senator Bennett. Mr. Chairman, a member of the committee staff 
has handed me a letter addressed to the chairman of the full committee, 
Senator Fulbright, by Senator Magnuson of Washington, attached to 
which is a letter addressed to Senator Magnuson by the president of 
the Northwest Mining Association, attached to which is a series of 
resolutions on this subject. I would like to offer them all for the 
record. 

Senator Dovetas. The letter of Senator Magnuson, the attach- 
ments, the subattachments, and so forth, will be printed in the record. 

(The letter and attachments referred to read as follows:) 


Unirep Sratres SENATE, 
December 31, 1956. 
Hon. J. W. FuLprieat, 
Chairman, Senate Committee on Banking and Currency, 
Senate Office Building, Washington 25, D. C. 


My Dear Mr. CuHarrMan: Enclosed herewith is a letter of December 28 and 
attachments from the Northwest Mining Association, Spokane, Wash., with 
reference to 8. 1427 and concerning the recommendations of the Western Gov- 
ernors Mineral Policies Conference. 

I would much appreciate your having this information considered with ref- 
erence to the pending legislation and the upcoming hearings on 8. 1427. 

The consideration of the members of your committee will be much appreciated. 

Sincerely, 
WarrREN G. MAGNUSON, 
United States Senator. 


NorTHWEST MINING ASSOCIATION, 
Spokane, Wash., December 28, 1955. 
Hon. WaRREN G. MaGNusoN, 
United States Senate, Washington, D. C. 


Dear Senator Macnuson: Your familiarity with mining problems has, in all 
likelihood, made you cognizant of the pending legislation, S. 1427, entitled ‘‘A 
bill to repeal certain legislation relating to the purchase of silver, and for other 
purposes,” which is tentatively scheduled for further hearings early in January 
before a subcommittee of the Committee on Banking and Currency. 

The Northwest Mining Association feels strongly that every effort should be 
made to defeat the enactment of this proposed legislation and requests your active 
participation in the battle against those who would hurt our mining industry, 

Enclosed herewith are extracts of our resolutions, passed at our last annual 
meeting, December 2 and 3, and of the recommendations brought forth at the 
Western Governors Mineral Policies Conference, held in Sacramento, November 
7 and 8. In both instances the threat posed by the pending legislation is recog- 
nized as of great importance to the mining industry. 

As a matter of overall economic importance to the western mining industry and 
to the State of Washington, which offers much promise as a producer of nonferrous 
metals, the need for concerted action at this time cannot be overemphasized. 

Very truly yours, 
Karu W. JAsPEer, 
President, Northwest Mining Association. 
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WESTERN GOVERNORS MINERAL POLICIES 


SILVER 
The council recommends that— 

1. The existing policy, whereby newly mined domestic silver may be 
tendered to the Treasury Department for coinage purposes, be continued, 

2. Senate bill 1427, a bill to repeal certain legislation relating to the pur- 
chase of silver and for other purposes, be rejected by the Congress, 

3. As longer range objectives, the council further recommends that— 

(a) The sale of Government-owned silver by the Treasury Depart- 
—_ at less than its coinage value of $1.2929 per troy ounce be prohibited; 
anc 

(b) the seigniorage retained by the Treasury Department be progres- 
sively reduced in recognition of the steadily mounting cost of producing 
silver. 

4. The council highly commends the governors and the legislators of the 
Western States for the vigorous support which they have given to the silver 
mining industry, and we respectfully call to their attention the fact that their 
continued support is urgently needed. 


Excerpt From DEcLARATION OF Poticy or NortHweEst MINING ASSOCIATION 
6lst ANNUAL MEETING, 1955 


GOLD, SILVER, AND MONETARY POLICY 


We reassert our belief in a currency with the traditional base of gold and silver. 
A currency not backed by gold and silver invites unrestrained deficit financing, 
waste, and careless acceptance of commitments impossible for future generations 
to meet without excessive inflation. 

We endorse the existing Federal policy with regard to the acquisition of silver 
for its beneficial influence upon the base-metal-mining industry, as well as for its 
traditional service in providing a base for a portion of the Nation’s currency, 

Senator Douetas. Are there any other witnesses who wish to 
testify? 

The chairman thinks that he should make a statement. 

On July 13, 18, and 25, 1955, public hearings were held by this 
subcommittee on S. 1427, a bill to repeal certain legislation relating 
to the purchase of silver, introduced by Senator Green from Rhode 
Island for himself, Senators Bush, Douglas, Kennedy, Pastore, Purtell, 
and Saltonstall. It would save the taxpayers—perhaps the chairman 
is stepping out of his role as chairman now into a role of joint intro- 
ducer—and it would save the taxpayers approximately $35 million 
a year. Because, while it is true that the Government is making a 
seigniorage profit on the silver which is coined, it is also true that by 
withdrawing the silver backing to $5 and $10 bills and allowing the 
Federal Reserve to preempt tbat field, as it now partially does, and by 
using that reserve which is now idle for the coinage of subsidiary silver, 
the full needs of the United States would be met. The profit, instead 
of being 30 percent, would be 99.9 percent, because the printing of 
the Federal Reserve note which is now used would cost very little, 
and under the policy adopted by the Federal Reserve Board, 90 per- 
cent of the profits made by the Board go back to the Treasury. 

So that silver purchases do result in a large outlay and expenditure 
by the Government which would not be the case if $5 and $10 bills 
were completely given over to the Federal Reserve. 

During those 3 days there appeared as witnesses high-ranking 
Government officials representing the Treasury, the Federal Reserve 
Board, the Departments of Interior and Commerce, as well as 2 
distinguished economists and 2 officers of associations representing 
silver users. The prepared statements and the colloquies with the 





REPEAL OF SILVER PURCHASE ACTS 295 


witnesses, together with a statistical appendix, were printed on October 
11, 1955, as part 1 of the hearings, coming to 262 pages. I hold a copy 
of these hearings in my hand. 

I should like to call your attention to page 9 of the hearings. I 
refer to a letter dated June 29, 1955, from the Conference of Western 
Senators, signed I believe by 30 Senators, requesting postponement of 
the hearings so that the opponents of the bill might have sufficient 
time to prepare their case. The last paragraph of this letter reads 
as follows: 

We are vitally interested in this bill and if the proposed hearings should mate- 
rialize we would not have at this late date sufficient time to be prepared to present 
our views. Moreover, several Members of the House of Representatives also 
wish to be heard as well as 40 or more representatives of the widely scattered 
mining operations of the West, together with mining associations, chambers of 
commerce, and other groups that share with us a deep interest in silver. There 
is not ample time in which to notify the individuals and groups interested and for 
them to complete their preparations for participating in the hearings by July 13. 
At this late period in the session all of us are extremely busy on other matters of 
vital interest, and since there is no chance of securing legislative action on this 
bill before adjournment, we strongly urge that this hearing be indefinitely post- 
poned. 

In deference to the wishes of my colleagues from the Western 
States who wished to be heard, and to their statement that some 40 
or more representatives of the mining industry desired to testify, and 
in accordance with my belief that the silver producers should have 
ample time to prepare their case, I announced last July that hearings 
would be resumed early in January and that Senator Bennett from 
Utah had agreed to line up the opposition witnesses. That has been 
entered in the record. 

At my request, the clerk of the committee had arranged for at least 
3.days of hearings, January 10, 16, and 17, so that representatives of the 
silver producers would have ample opportunity to present their side 
of the case. It seemed to me that the public and the Congress would 
benefit from a thorough public discussion of this issue. 

I am very glad to welcome my able colleagues, Senators Hayden, 
Bennett, Dworshak, Bush, and Allott—and Senator Murray, who I 
understand is going to submit a statement also—whose conduct in 
this matter has been above reproach and who have themselves shared 
with the committee their views on this important legislation. But I 
regret—and I am not including the Senators in this statement—I 
regret that none of the 40 representatives of the mining industry, 
who were so distressed last summer about the inadequacy of the time 
allowed for the preparation of their testimony, has chosen to appear 
before this committee in opposition to 8. 1427. 

It is always idle to speculate on motives, but I think the great differ- 
ence between the 40 who said in July they wanted to appear and the 
fact that virtually none of them appeared this morning raises certain 
questions as to why this should be so. 

The able Senator from Arizona mentioned the fact that the pro- 
ducers were poor men who could ill afford the trip to Washington. 
This may well be true in the case of some of the very, very small pro- 
ducers. But we introduced into the record last year the amounts of 
silver delivered by various companies, and of the 35 million ounces, 
25 millions : 

Senator Busu. What page is it, Senator? 

Senator Dovetas. It is page 121 of the hearings. 





296 REPEAL OF SILVER PURCHASE ACTS 


Of the 35 million ounces, 25 million, or approximately 70 percent, 
have been submitted by 10 companies. 

It is interesting to see what these companies were and interesting 
to see whether they were unable financially to make the trip. 

The largest company, the company which delivered the most silver, 
was the Anaconda Copper Mining Co., which in 1954 delivered 5.4 
million ounces of silver and which had, in 1954, $26.6 million of profits. 
We have checked the financial records for the first 9 months of this 
year, and we find they have $49 million of profits for 9 months, or 
almost twice as much in 9 months as they had in the year 1954 as 
a whole. 

Another big company is the Kennecott Copper Co., which delivered 
2.9 million ounces of silver. In 1954 its profits were $77.9 million. 
This year, in 9 months, their profits have been $82 million, or some- 
thing like $4 million more in 3 quarters than they made in the entire 
4 quarters of 1954. 

Another big company is the Phelps-Dodge Co., which delivered 
1.9 million ounces of silver, which in 1954 had profits of $41.2 million, 
and in the first 9 months of 1955 this year had profits of $46.7 million. 

So that while the small producers of Senator Hayden’s State may 
be unable to afford the money for the railway trip to Washington, I 
would not think that there would be similar inability on the part of 
the Phelps-Dodge Corp. 

New Jersey Zine delivered 1.5 million ounces in 1954, had profits of 
$3 million in that year, and in 9 months this year had profits of $3.7 
million. 

The American Smelting & Refining Co., which has always been 
very active in these matters, also delivered 1.5 million ounces in 
1954, had profits of $21.5 million and this year in 9 months had 
profits of $23.1 million, or more in 9 months than the full year before. 

United States Smelting, Refining and Mining delivered in 1954, 1.2 
million ounces and bad profits of $1.9 million, and in 9 months of 1955, 
$2.9 million. 

So that I would not say that there is financial inability on the part 
of many of these large deliverers to appear. And if there is financial 
inability, I dare say Senator Bush and I could take up a collec- 
tion to pay the railway fare of any of those who find it financially 
impracticable. 

Senator DworsHak. To clarify this matter, Senator, it is my under- 
standing that only Senator Hayden was scheduled to testify at this 
hearing this morning and that the representatives of many of these 
mining companies and mining associations—I know it is true in my 
own State—were requested not to appear. 

Senator Doucias. I made no such request. I want to make that 
clear. Senator Hayden—and I think he will confirm me in this— 
said that these companies would prefer not to appear, and I said, and 
[ will support later, that I did not feel that it would be seemly for me 
to subpena them. That is a matter for the subcommittee to decide. 
But I want to make it perfectly clear, and I think Senator Hayden 
will bear me out in this, that the chairman did not serve notice on 
these people that they should not appear. 

Senator DworsHak. I am glad to—— 

Senator Dova.as. Isn’t that true? 
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Senator Haypen. I think that is entirely correct. It is the same 
situation with respect to these manufacturers in New England. They 
are abundantly able to appear. They did not. They will have an 
opportunity undoubtedly. 

| think it would be very interesting, Mr. Chairman, if at the time 
the manufacturers of silver do appear that the same relative statistics 
be made as to their profits during prior years and recent times. 

Senator Dovatas. Surely. 

Senator Haypen. It would be very interesting to find out just what 
their profits are. 

Senator Dovetas. But the Senator from Arizona agrees with me, 
does he not, that the chairman did not say that he did not want them 
to appear? 

Senator Haypgen. It was at my request, with respect to the witness 
[ spoke of. I felt that it was an expensive trip to come back here. 
The airplane fare back and forth to Arizona is, I believe, $280. And 
for a small mineowner’s organization struggling along, such as this one, 
I did not see any sense in his coming. And yet he would appear if 
necessary. His statement has been filed and if you examine it, it 
will completely satisfy the committee of his good faith and that the 
statistics submitted are entirely correct. 

Senator Doveras. May I say we will be very glad to have them 
appear at any time. Certainly the chairman repudiates any idea 
that he informed the industry that they should not appear. The 
chairman would be ready to hear them and would be ready to hear 
the proponents. 

Senator Haypen. It is perfectly clear. It was a favor to me that 
the Senator did it. 

Senator Dovetas. That is right. 

I think, therefore, that financial inability cannot be said to be the 
reason for nonappearance. 

The second possibility is this: Can it be, in the 6 months which have 
elapsed, these gentlemen have had a searching of their souls and have 
become convinced that in the interest of a sound monetary system 
and of economy in Federal expenditures they favor the repeal of the 
Silver Purchase Act? Is this possible? 

Senator DworsHak. Mr. Chairman, may I say I was requested 
unofficially about 10 days ago to call the secretary—Harry Marsh— 
of the Idaho Mining Association, who had been alerted to appear and 
testify at these hearings that it would not be necessary for him to 
appear because plans had been made to hear only Senator Hayden. 
I take the responsibility for requesting the secretary of my State 
Mining Association not to appear here and testify at this time. 

Senator Dove.as. Well, we will be very glad to hear them at any 
time. If financial inability is a reason, Senator Bush and I can perhaps 
take up a collection from proper sources and pay for the railway fare. 

I think, however, that companies which have net profits of more 
than $10 million should not take advantage of our offered generosity. 

If their failure to appear is to be interpreted as willingness to give up 
a 20-year liberal iaebae: I would be the first to eppaad them for their 
self-restraint in the national interest. I am afraid, however, that a 
more realistic view of the situation compels me to look for explana- 
tions that are much less lofty in character. 
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About 70 percent of the silver mined in the country is a byproduct 
of copper, lead, and zinc production. Can it be that the marked rise 
in the prices of the basic metals this year and the substantial increase 
in profits have had something to do with the sudden shyness of the 
silver producers in coming before this committee? 

I should like to call attention to this fact: That copper is now 
selling in New York for 43 cents a pound, which is the highest price 
since 1872. And lead is selling at 16.5 cents, which is the highest 
price since May 1952. Zine is selling at 13.5 cents, which is the 
highest price since October 1952. There have been measurable 
increases since last June and July when the hearings were contemplated 
and held. 

At that time copper was selling for 36 cents a pound, lead was 
selling for 15 cents a pound, and zinc at 12% cents a pound. So that 
there has been a measurable improvement in the price of these basic 
metals. 

In my judgment, and I think I should say this, the institution of 
public hearings is an integral part of the democratic process. When 
members of an industry waive the opportunity to appear before a 
congressional committee on the merits of proposed legislation which 
is likely to affect that industry, they give rise to a suspicion that 
they are keeping some essential information from the public and from 
the Congress. 

Since this is not an investigation—and I want to emphasize that 
it is not an investigation—I personally do not believe that it would 
be seemly for me to serve subpenas upon these gentlemen, and I so 
informed the Senator from Arizona. 

Since the Senator from Connecticut has independently made the 
suggestion, I will submit the issue to the subcommittee. But in my 
judgment, as of this moment, I do not think that it would be proper 
for me to subpena them, that in a matter of legislation witnesses 
should have the right to appear or not appear, as the case may be. 

I am only raising this matter because we postponed the hearings 
last July to January at the plea of the silver producers through the 
Conference of Western Senators. We have gone to a great deal of 
trouble in setting these hearings for January, so that they might 
appear and have a chance to be heard. 

But while I regret that they have chosen not to appear for the frank 
discussion and for the fair treatment which I was determined to accord 
them, I do not feel that they should be subpenaed. 

Written statements, as I understand it, are being submitted by 
some of those who are in opposition to S. 1427. I would ask, in 
cooperation with the committee, that these statements be submitted 
within the next 10 days if that is convenient to you. If I find that 
they contain inadequate data or do not deal adequately with the 
points at issue, I shall send out questionnaires to the industry to be 
returned within 30 days, so this committee may have more complete 
information before acting on this legislation. 

Senator Bunnerr. The only question, Mr. Chairman, I would raise 
is whether 10 days are sufficient, considering the length of time it takes 
to handle mail sometimes across the continent. 

Senator Doveias. Would you like 2 weeks? 
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Senator BENNETT. Two weeks would be more satisfactory. 

Senator Doveias. Two weeks. Fine. We shall set 2 weeks from 
today. 

Senator Busn. I congratulate the chairman on that splendid state- 
ment and analysis of this situation, and I would like to associate 
myself with your observations in connection with the whole business. 

Senator Dovaras. The Chair is glad to have a few friends in the 
room. 

Senator Busu. I think it is a very fine approach to it and that he 
has a very real understanding of what this problem is. 

Senator Dovuetas. Written statements then should be submitted 
by the 25th, and we shall go over those statements, and if they seem 
to call for questions gn vital points we will prepare questions to those 
who submitted the statements and ask for a reply within 30 days. 

I may say that perhaps questionnaires may be submitted to parties 
that did not submit statements but which may be regarded as inter- 
ested in the proceedings. 

Senator BenNeTT. May I ask the chairman one question? 

Senator Dovetas. Yes. 

Senator Bennett. Will those questionnaires be discussed by the 
subcommittee before they are submitted if they are in the nature of 
general questionnaires? 

Senator Dovetas. I had not thought that it was necessary to get 
the approval of the subcommittee. The Senator from Utah is a 
member of the subcommittee. If he wishes to say that no questions 
should be submitted unless they meet with the approval of the sub- 
committee, the subcommittee determines its own rules and procedure 
and I suppose that is a matter for decision. 

Senator Bennett. I would feel, as a member of the subcommittee, 
I would like to have an opportunity to see the questionnaire before it 
is submitted. 

Senator Dovenas. All right. 

Senator Bennett. Maybe the others have no such interest, but I 
would appreciate it. 

Senator Dovenas. I think that should be done. Very well. 

Senator Busn. I am not a member of the subcommittee, Mr. 
Chairman, but if it is not out of order I would also like to see that 
questionnaire. 

Senator Dovetas. All right. The Senator from Connecticut is a 
member of the full committee. 

Senator Busu. I am a member of the Banking and Currency Com- 
mittee. 

Senator Doveras. I think that should be accorded to you as a 


matter of personal courtesy and, in a sense, of right. We will be 
very glad to do that. 


Senator Busn. Thank you. 

Senator Doveias. Any statements that may be received will be 
inserted in the record. 

Unless there are others of the missing 40 who wish to testify, the 
subcommittee will recess. 


(Whereupon, at 11 a. m., the subcommittee recessed subject to the 
call of the chairman.) 
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(The following letters and statements were received for the record:) 


New Mexico MINING ASSOCIATION, 


Santa Fe, N. Mezx., January 12, 1956. 
Hon. DENNIS CHAVEZ, 


Senator from New Mexico, 
Senate Office Building, 
Washington, D. C. 


Dear SENATOR CHAVEZ: Regarding 8. 1427, a bill to repeal certain legislation 
relating to the purchase of silver and for other purposes: It would be unreal to 
claim that withdrawal of Government support of price on domestically produced 
silver would have a devastating effect on the economy of New Mexico. However, 
I would like to point out that the stability of the silver market has been helpful 
to marginal operations in lead and zine within this State. 

Along in 1952, most of our lead-zine mines were forced to close on account of the 
low market. for base metals. Last year several owners reviewed the situation 
and came to the conclusion that they were probably better off operating at just 
about a break-even point, rather than carry the heavy idle expense entailed by 
closing. In resuming operations the only assured return they had was from 
silver, and this was calculated very carefully in estimates of smelter returns 
from the operations. 

While the amount received from silver is small, it is nevertheless of great im- 
portance to a number of our producers, and if continued could conceivably bring 
reactivation from some properties that mine silver as a prime product. 

One instance that has come to my attention is that in the northern Cerrillos 
mining district, where an eastern operator is endeavoring to develop enough lead- 
zine ores to warrant reactivation of five abandoned mines. To help carry the 
operation through the initial stages, selected ores are being shipped to Deming, 
N. Mex., for milling. I was informed recently that the silver values from these 
ore shipments just about paid the rather high trucking charge to railhead, and has 
encouraged a continuation of the development and exploration of these properties. 

As you probably know, we have a rather substantial silver jewelry business in 
New Mexico. Our manufacturers, most of them individual producers, seem to 
fare pretty well on the present silver price. 

We sincerely hope that the result of deliberation by the Senate will be a rejection 
of S. 1427, which will maintain the stability of the silver price. 

Your interest in our problem is greatly appreciated. 

Sincerely yours, 
C. H. Murpaey, 
Executive Director. 


UnItED Srates SENATE, 
CoMMITTEE ON ARMED SERVICES, 
January 13, 1956. 

Re 8. 1427, a bill to repeal certain legislation relating to the purchase of silver 

and for other purposes. 
Hon. J. W. Fuusricurt, 

Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 


Dear Mr. CHatrrMan: It has been my contention right along that no worth- 
while result could possibly accrue to the silver-using industry or the country 
generally if S. 1427 should be enacted into law. If it should happen, great harm 
would be done the domestic nonferrous metal-mining industry. 

In view of this, I respectfully submit the attached comments as additional 
argument why this legislation should be defeated and ask that they be considered 
by the Committee on Banking and Currency and made a part of the record. 

Sincerely, 
HERMAN WELKER, 
United States Senator, Idaho. 


CoMMENTs ON 8. 1427 


Most of the discussions about silver revolve around its place in the monetary 
system of our own and other countries or about its value in encouraging the pro- 
duction of such strategic metals as lead, zinc, and copper. Frequently overlooked 


however, is the inherent value of silver as a commodity of great importance in 
our own defense effort. 
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It is a matter of national policy to maintain adequate stockpiles of strategic 
commodities. These are defined as those raw materials essential to the defense 
of the country the production of which within our own borders is inadequate to 
meet our wartime needs. To this end stockpiles are being accumulated of some 
72 different commodities. The director of the Office of Defense Mobilization 
has revealed that the combined stockpile objective for these items represents a 
program of more than $9 billion of which something more than half has already 
been purchased and delivered. 

Silver is not listed among these commodities for stockpiling. Virtually every 
other metallic element, with the exception of gold, is on the list—aluminum, 
copper, nickel, tin, zinc, lead, manganese, and so forth. Yet the fact is that 
United States production of silver is currently at a rate of less than 40 million 
ounces @ year while our wartime employment of silver during World War II for 
dissipative uses of silver exceeded 120 million ounces a year. With recent ad- 
vances in electronics, photography, aviation, and other fields in which silver is 
an essential raw material it is certain that the need for silver in a major war today 
would be far greater than it was in the conflict which ended 10 years ago. Thus 
silver meets the acid test to qualify as a strategic material. 

A glance back at the statistics of World War II is informative. On June 30, 
1941, before we were plunged into the war by the attack at Pearl Harbor, the 
United States Treasury had a stock of 2,491 million ounces of silver bullion, in 
addition to the silver in circulation in silver dollars and in subsidary coins. During 
the ensuing 4 years the Treasury made available 902 million ounces to be used 
by the Defense Plant Corporation in nondissipative uses of silver; it loaned 
410,900,000 ounces under the Lend-Lease Act to our allies for direct wartime 
use by them, principally in the Far East; and it sold to industry under the Green 
Act approximately 135 million ounces. 

Thus the total amount taken out from the Treasury stockpile for various war- 
time uses aggregated 1,448 million ounces. Had the war continued much longer, 
the Treasury’s physical holdings of bullion might well have been completely 
utilized. As it was, the Treasury’s Daily Statement for December 29, 1945, 
showed the amount of bullion actually on hand had been reduced by that date to 
943,585,000 ounces—less than 40 percent of the quantity held when the war 
began. 

The 902 million ounces of silver turned over by the Treasury to Defense Plant 
Corporation during World War II never left Government custody. It was for 
the most part manufactured into electrical bus bars which were installed in 
Government-owned plants for production of aluminum and of atomic projects, 
The reason silver was employed for this purpose was that copper was in short 
supply. Ifsilver had not been available, at least 40,000 tons of copper would have 
been needed for the same purposes. Because the Government had the silver, this 
quantity of copper could be released for use in munitions and other purposes in 
which the metal was expended. None of the silver diverted for this purpose was 
actually consumed; after the war it was recovered and returned to the Treasury. 
But if we had not had the silver, the need to-produce still more copper might well 
have cost the Government many millions of additional dollars. 

The 410,900,000 ounces loaned under lend-lease to our allies is also subject to 
return (to date about 10 to 15 percent has been returned—the balance is due by 
1957). This metal rendered our cause invaluable assistance in the struggle with 
Japan in the Pacific. Foliowing the entrance of Japan into the war, the night- 
mare of the military strategists was the fear that Japan and Germany could in 
some way effect a juncture of their Armed Forces and the logic of the situation 
pointed to India—particularly when Germany secured a firm foothold in North 
Africa and the Japanese overran Burma. The Indian peasant is by tradition a 
hoarder of silver; the British and Indian Governments had been attempting to 
introduce a paper currency in the country. The following comment from the 
Handy & Harman review of the year 1942 makes the position at that time clear: 

“During the year the Reserve Bank (of India) was only an intermittent seller 
and each time it withheld supplies a higher price level resulted until the market 
reached ee 109, the theoretical melting point of the old rupee coinage of 0.916 
fineness which had been in process of withdrawal from circulation since 1940. 
Operators realized that the statistical ition of silver favored higher prices, be- 
cause normal supplies from Burma and Australia were no longer forthcoming and 
the stocks accumulated by the Government from demonetization were far from 
plentiful. In fact the quantity of silver thus acquired was barely sufficient to 
satisfy the war hoarding of the Indian people, and was wholly inadequate to 
supply the needs of the British Empire—hence the effort by England and Aus- 
tralia to secure silver from the United States. * * *” 
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The story was the same with the Dutch position in Indonesia. The Japanese 
had conquered the country, but when it was recaptured by the Allies, the Dutch 
had arranged for minting of new silver coins to reestablish confidence. 

It is perhaps appropriate to speculate on how different the position in China 
might have been if the Nationalist Government in its struggle with the Com- 
munists had had available a currency based on silver, instead of rapidly depre- 
ciating paper money which undermined the economic foundations of the Govern- 
ment in the final years of its mainland struggle. 

With the future fate of Asia and much of Africa in the balance, a large stock of 
silver in Treasury hands can and will be an invaluable asset for our diplomatic 
and military endeavors. 

What are the dissipative uses of silver in our own country that make it so 
important in our defense needs? During World War II the largest war use was 
in solders and brazing alloys; followed in order of quantity by photographic prod- 
ucts and processes (essential in aerial reconnaissance), electrical parts, airplane 
engine bearings, military insignia, desalination equipment, medicines, and dental 
materials. Silver brazing alloys are used for making joints between metal parts 
in almost all major items of war equipment. The largest category was probably 
in munitions—in motor shells, incendiary bombs, and hand grenades. A great 
deal of silver was used in electrical purposes, including radar. 

So effective did silver prove in these uses in wartime that since the end of the 
war there had been a steady expansion in the number and types of its application 
in the manufacture of a wide variety of products. Thus today the consumption 
of silver in industry far exceeds in volume its more traditional uses in the arts. 

The proponents of the act to repeal existing silver legislation have repeatedly 
claimed that our Government’s acquisition of silver is a wasteful subsidy to an 
unessential industry and that the taxpayer’s money is being needlessly spent. 
Actually, for every ounce of domestic silver received by the Government under 
these laws it makes a profit in seigniorage of almost 40 cents. Or put another way, 
of every 10 ounces of silver tendered to the Government, 3 are acquired free of any 
cost and 7 are returned to the producer in the form of currency. 

This is not true of any other strategic commodity which the Government is 
acquiring. In fact, as is well known, prices far above the open market have been 
paid for many of the commodities purchased for stockpiles. When emergencies 
occur, as in the ease of Korea, frantic bidding by our Government has resulted 
from the desire to obtain added quantities of strategic materials at any price. 

At the end of 1955 the Treasury held 1,725 million ounces of silver bullion, 
almost all of it pledged as backing for paper currency. The experience of World 
War II has shown that most, if not all, of this quantity may be needed in the de- 
fense of our country should we again become embroiled in a major war. Mean- 
while, the continuance of the present legislation provides the Government with the 
opportunity to make further additions of this stockpile—when and as economic 
conditions warrant—at a cost which yields a substantial profit to the taxpayer. 


STATEMENT OF ALAN BiBLE, A UNITED States SENATOR FROM THE STATE OF 
NEVADA 


Again the Senate of the United States has before it legislation designed to repeal 
the Silver Purchase Act. The present bill is S. 1427. The entire mining industry 
of the West is extremely concerned that this legislation might be passed, in which 
event the western mining industry feels that the “bell will have tolled” for this 
important industry. 

gislative history of the Silver Purchase Act is voluminous, due to the persis- 
tent, and heretofore futile, efforts on the part of certain interests to repeal the 
Silver Purchase Act and therefore lower the price of silver. I need not burden 
these hearings with further detail in that specific regard. In my opinion, this 
matter is even more far reaching and will eventually bring about some results 
which'I am sure no one well-informed on our monetary system would ever desire. 

Enactment of 8. 1427 would have two primary results: First, it would repeal 
the requirement whereby the Secretary of the Treasury is authorized and directed 
to issue silver certificates in a face amount not less than the cost of silver acquired 
by the Government, and to back outstanding certificates with monetized silver. 
Secondly, 8. 1427 would repeal the obligation of the Government to acquire 
neon mined domestic silver at a price that is today less than the world price of 
silver. 

It concerns me that the measure does not contain any requirement that silver 
certificates will be maintained as a part of a monetary system. This question 
must certainly be resolved by the Banking and Currency Committee before action 
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is taken on S. 1427. As the bill is now written, it is my opinion that the Treasury 
could, and possibly would, retire silver certificates at a rate sufficient to release 
monetized silver to supply its requirements for subsidiary coinage, which has 
averaged more than 35 million ounces annually. 

Monetized silver held by the Treasury to back silver certificates today approx- 
imates 1.7 billion ounees. If S. 1427 were enacted and the Treasury chose to 
retire silver certificates, to release silver for subsidiary coinage, the United States 
Government would withdraw from the silver market for many, many years. At 
the present rate of consumption, the retirement of silver certificates would supply 
subsidiary coinage needs for approximately 50 years. 

Those who propose enactment of 8. 1427 contend that the retirement of silver 
certificates, which now constitute only 7.2 percent of our money in circulation, 
would result in a saving to the Federal Government and that such retirement 
would in reality result in the liquidation of monetized silver at a profit to the 
Treasury. I respectfully submit that although this may be true, this so-called 
profit could only be realized at the expense of losing currency convertibility 
at the expense of national interest and security. 

Retirement of our silver certificates would remove the last vestige of currency 
convertibility remaining in the United States. It would dissolve the silver 
ballast, slight as it is, in that paper balloon which we call our monetary system, 
and which could, without this ballast, rise on the updrafts of Government spending 
to a point in the stratosphere where it would burst. 

If the United States Government withdrew from the silver market even for a 
few years, I would venture to estimate that the world price of silver would 
drop at least 25 percent. This price fluctuation would reduce our domestic 
production of silver to a fraction of present output. At the same time it would 
reduce the domestic production of many other strategic and critical metals far 
below a safe mobilization base. The resulting unemployment, loss of new wealth, 
loss of tax base, and the necessary reliance upon overseas sources of critical raw 
materials would react most strongly against national self-interest and security. 

Those who eye the $1.7 billion in monetized silver that could possibly be liq- 
uidated, should first realize that the silver program, through its profits on seignior- 
age, has resulted in a profit to the Treasury of over $1.8 billion, while serving a 
useful and critical function in both our monetary system and defense efforts. 

May I prevail upon the good and impartial judgment of the members of your 
committee to consider very seriously the important role served by the domestic 
production of silver, and to reject S. 1427 in the light of overall national] interests. 


Unitep States SENATE, 
January 14, 1956. 
Hon. J. W. Funsriesr, 
Chairman, Committee on Banking and Currency, 
United States Senate, 
Washington, D. C. 


My Dear Mr, CHarrMan: I would like to take this opportunity to file with 
your committee a brief statement of my views in support of 8. 1427 which was 
filed by Senator Green of Rhode Island, a number of colleagués and myself, in 
the belief that the repeal of certain legislation relating to the purchase of silver 
was necessary and desirable at this time. 

Twelve years ago when I came to the United States Senate the price of silver 
was the subject of considerable debate and considerable difference of opinion. 
Since that time the supply of silver has increased but with that increased supply 
and because of existing laws affecting its sale, increased disadvantages have 
resuited for industrial and manufacturing users of silver, prominent among whom 
are several long-established and highly-respected Massachusetts and other 
New England firms. 

We want, of course, to be fair to the miners, producers of silver. At the same 
time we feel it important that those who work with silver in industrial production 
not be subjected to the burdensome and unjust restrictions which have stemmed 
from this same legislation. 

We are proud in Massachusetts of the work that has been done by management 
and labor in the production of fine silver articles. It is in the interest of those 
in management and those An ee Aen people in these industries that 
I have joined in sponsorship of this bill. 
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I appreciate the opportunity to file this statement with your committee as it 
gives thoughtful consideration as to whether or not the Silver Purchase Act of 
1934 and subsequent related legislation is either necessary, desirable, or fair at 
the present time. 

Thank you for your consideration of these views. 

With best regards, I am, 

Sincerely yours, 
LEVERETT SALTONSTALL, 
United States Senator. 


STATEMENT OF GEorGE W. Matone, A Unirep Srares Senator FRoM THE 
State or NEVADA 


SILVER AND Gotp—Monerary METALS 


The year 1955 was one of unprecedented demand for metals of all kinds, and 
mine production was high in nearly every country of the world except our own. 
Inflation had slowed up gold and silver production—and the ‘“‘free trade”’ trend 
under the 1934 Trade Agreements Act as extended stopped domestic production 
of critical minerals and materials except where operation was under special 
legislation. 

One-half of the world’s people have traditionally used gold for money and 
roughly one-half have used silver as the medium of exchange, in which they had 
confidence. The 24-year paper-money era has just about run its course. 

During the last war it was found that stockpiles are essential for many of the 
strategic metals and minerals because domestic production cannot be increased 
quickly during times of national emergency. This lack of “going concern” 
production is becoming more acute under the Geneva General Agreements on 
Tariffs and Trade set up under the 1934 Trade Agreements Act as extended. 

During World Wars I and II, the United States was fortunate in having sub- 
stantial stockpiles of monetary silver, which played an effective part in winning 
the war. Large quantities of this silver were loaned to countries whose citizens 
preferred silver to paper money, which is acceptable only as long as there is con- 
fidence in the issuer. If that confidence is interrupted for any reason, faith is 
put in the tangible metals which have a current exchange value in the market 
rlace. 

SILVER IN WORLD WAR I 


In 1918 a crisis developed in India because the natives were no longer willing 
to hold large sums in the form of paper currency. Paper, under the best circum- 
stances and with full confidence in the issuer, is difficult to maintain in circulation 
in the Tropics due to the hazards of perspiration and deterioration. The natives 
demanded silver in exchange for their rupee notes. German propaganda en- 
couraged demands for redemption and many high officials of the British Govern- 
ment, as well as those of the United States, realized that a revolution would take 
place if the demand for note redemption in silver was not met. 

The Pittman Act of 1918 authorized the Treasury to melt 260 million silver 
dollars and to sell the resultant silver bullion to India. Two hundred million 
ounces of silver were thus sold. By June 1923 the United States was able to 
rebuilt its stockpile of silver by purchases of domestically produced metal. The 
silver certificates withdrawn from circulation in 1918 as the coins were melted 
were temporarily replaced by Federal Reserve bank notes. 


LEND-LEASE OF SILVER IN WORLD WAR II 


The members of this committee are familiar with the lend-lease transactions 
in silver during World War II, covering the fiseal years 1943-46. The table 
printed on page 244 of the hearings on S. 1427, dated July 1955, shows that 
410,814,344 fine ounces of silver were lend-leased to 8 allies; 226 million ounces 
were transferred to India; 88 million to the United Kingdom; 56 million to the 
Netherlands; 22 million to Saudi Arabia; 12 million to Australia; 5 million to 
Ethiopia; and smaller amounts to Belgium and Fiji. In addition to these exports 
of silver which were used to bolster the currencies of allied countries, we e 
billions of dollars of gold to other countries in payment for raw mate and 
services for which foreign suppliers were not willing to hold pounds ste or 
United States dollars for an indefinite period of time. The United States d 
and the pound sterling are the great international currencies, used in making 
settlements between nations, and are freely acceptable when there is full confidence 
that there will be no depreciation in buying power. During wartime, however, 
no paper money is exempt from depreciation. 
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The experience of each world war also showed conclusively that a stockpile 
of gold was not sufficient to meet our needs in making payments abroad. The 
natives of India and the eastern countries wanted silver and only silver. They 
wanted it as a personal store of value as well as a means of current payment. 
They wanted something that could be hidden or buried in the ground without 
deteriorating. Paper did not serve this purpose and gold was of such high value 
as to be unavailable for personal use. The fact that millions of people, living in 
a large part of the world, use silver for their personal stores of value is significant 
to the United States in that a stockpile of the monetary metals may be the surest 
way of obtaining strategic minerals and products quickly and in continuing 
supply when the need is urgent. 


SILVER WAS A STRATEGIC INDUSTRIAL MATERIAL 


The use of silver as a strategic industrial metal in the United States during 
World War II should not be forgotten. As is usual during wartime, all strategic 
and critical metals were scarce, especially copper. In order to make copper 
available for other purposes, Treasury silver was used to make bus bars to conduct 
electricity in some of the large plants where war supplies were manufactured. 
If this silver had not been available, other metals would have had to have been 
withdrawn from more urgent uses and war production would have suffered as a 
consequence. 


SILVER I8 BOTH A STOCKPILE AND A MONETARY RESERVE 


Stockpiling of strategic minerals is a part of national security policy. As long 
as that-practice is considered necessary for national security the maintenance of 
a large inventory of silver will be required. The use of silver as a war metal as 
well as a money metal has been demonstrated effectively not only in the recent 
two world wars but throughout all recorded history. The same inventory of silver 
can serve two purposes. It can be used for its military advantages as a means of 
exchange in drawing needed materials to this country, as a monetary reserve, and 
for multiple uses as an industrial metal. 


SILVER PURCHASES COST THE TREASURY NOTHING 


The acquisition of monetary silver differs substantially from the purchase of 
stockpiled commodities in that it costs the Treasury nothing. When purchases 
of copper or aluminum (for example) are made, the Treasury must depend on 
funds appropriated by Congress to pay for them. When silver is acquired by the 
Treasury, that Department pays for it with silver certificates based on the 
monetary price of $1.29 per fine ounce. When the price of silver is less than 
$1.29 per fine ounce, the Treasury makes a profit; that is, it has a supply of silver 
free of charge, as seigniorage. This excess metal is available for subsidiary 
coinage or for the issuance of additional silver certificates. Thus silver purchases 
not only cost the Treasury nothing, but result in a handsome profit to the tax- 
payer, which has amounted to almost $2 billion since 1934. 


SILVER PURCHASES PROVIDE ONLY PART OF OUR GROWING REQUIREMENTS FOR 
MONEY 


Back in 1929 when currency circulation was only $3.6 billion and total deposits 
in all banks only $59 billion, or even in 1940 when the circulation of currency 
was a little more than $6 billion and deposits of all banks $68 billion, it was charged 
that large additions to the money supply by purchases of silver were inflationary 
that is, they rapidly diluted the money supply. But now that our combined 
currency and bank deposits are $235 billion, we find that any possible increase, 
which is limited by the available new mine production and existing inventories 
of silver throughout the world, is hardly enough to serve as a reserve for the 
expanding currency and credit needs of the people of the United States, who have 
been idly increasing in both number and productivity. In this connection 
it should be unders that the greatest expansion of the money supply of the 
United States in peacetime was during the years 1934-40 when the Unite States 
Treasury purchased and monetized approximately $18 billion in gold. After 
that Solaide war requirements of the United States served to increase bank 
deposits. Those inereases are now frozen into our banking and monetary system. 
A substantial increase each year in money and credit is necessary to accommodate 
the growing needs of our country, and these could very well be provided by the 
continued purchase and monetization of silver—at the same time maintaining a 





306 REPEAL OF SILVER PURCHASE ACTS 


metallic reserve that will guarantee the United States dollar as a hard money, 
and in addition maintain without cost a substantial stockpile of a strategic ma- 
terial and a precious money metal that has proven superior to anything else in 
securing for us needed supplies from abroad. 


DOES THE UNITED STATES HAVE A MANAGED CURRENCY? 


During the sessions of this subcommittee in July 1955, the chairman, Senator 
Douglas, introduced some interesting comedy. He handed to the Chairman of 
the Board of Governors of the Federal Reserve System, Mr. Martin, a $20 Federal 
Reserve note and asked Mr. Martin as his agent to present it to the issuing Federal 
Reserve bank for redemption. Mr. Martin returned to the Senator two $10 
Federal Reserve notes. Whereupon, Senator Douglas wrote to Mr. Martin, 
“Should it not be openly acknowledged that what we have is in fact a managed 


currency?” 


The thesis that the United States is on a managed currency basis and therefore 
needs neither gold nor silver in its monetary system is profoundly disturbing to 
many people. I am aware that it has been the policy of this Government, how- 
ever, for many years, especially since the beginning of World War II. . 


OUR MONETARY SYSTEM WAS CONVERTED TO WAR 


Both world wars, and the cold wars since that time, brought with them the 
greatest expansions in the supply of money that we have had in modern history. 
We recognize that in time of war money, as with all other national resources and 
establishments, becomes an instrument for military use. Its importance as a 
store of value ceases, especially in the case of paper money. In the effort to 
preserve the Nation, governments make use of whatever quantities of money are 
essential to the prosecution of the war, without regard for the needs of tomorrow. 
The quantity of money is increased and the public becomes accustomed to using 
this larger total supply of buying power. The habits of the public and of the busi- 
ness community may become adjusted to the larger amount of buying power 
through a general rise of prices of all kinds, or through a substantial reduction 


in the velocity of circulation of the buying power at the disposal of individuals, 
or by some combination of these methods. 


At the time that we convert our monetary system to war purposes we disregard 
our supply of metallic backing for the currency. During World War II we 
closed our gold mines. Sinee that time the production of both gold and silver 
has declined and both metals are largely byproducts of the base metals. 


IT IS NOW TIME TO RECONVERT TO THE HARD MONEY OF PEACETIME 


I believe that there has been ample time since the end of World War IT to 
adjust to the results of war finance and the increased money supply which is 
now part of our economy. It is now time to return to a sound money basis so 
that the United States dollar will be able to maintain its prestige throughout the 
world. 

This committee is well aware of the changes in the money supply since the 
passage of the Silver Purchase Act of 1934. In this connection, I wish to point 
out that total deposits of all banks in the United States increased from $68.2 
billion at the beginning of 1940 to $208.7 billion on September 28, 1955, the most 
recent figure available. During the same period currency outside the banks 
increased from $6.4 billion to $27.2 billion. hile deposits and currency increased 
a total of $161 billion, the gold stock of the United States increased from $17.6 
billion to $21.7 billion, and silver in the Treasury increased from $1.3 billion (at 
its monetary value of $1.29 per ounce) to $2.2 billion. In other words, an increase 
of $161 billion in deposits and currency has been accompanied by an increase of 
$5 billion in gold and silver in the Treasury, a rather disconcerting ratio of increase. 

War-induced demands for hard money at premium prices subsided during 1955, 
due partly to Russian sales of gold in western markets beginning in the final 
quarter of 1953. The demands from the eastern countries for silver and gold were 
less urgent, although the industrial demands for both metals were strong. The 
world as a whole has now made sufficient adjustments in its economic organization 
so that redemption of currency in the precious metals could now proceed. The 
market prices are now almost saety equal to the United States Treasury buying 
prices for gold and domestically produced silver. However, it seems obvious that 
if gold is used at its present monetary price, much greater reliance must be placed 
on silver, which can be pegged as to elon just as gold is Pogeed. Provision could 
and should be made to have silver accepted by mem of the International 
Monetary Fund just as gold is now accepted at a fixed price. 
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SILVER IS THE PRECIOUS METAL FOR SINGLE DOLLARS AND SUBSIDIARY COINS 


Silver is the natural metal for use in dollars and in subsidiary coins. The dollar 
now represents less than one-half hour of labor in many employments including 
manufacturing and building. If the public in some sections of the country prefers 
to use silver certificates instead of standard silver dollars, I will not quarrel with 
their preference. But the coin is the standard. The small change—dollars and 
less—is preeminently and exclusively the field of metallic silver. The larger 
denominations of money can be left to the Federal Reserve currency if desired. 
As already pointed out, providing silver as the basis of currency does not cost the 
Government anything, just as the purchase of gold is not an expense. Each metal 
as it is acquired is monetized and adds to the monetary reserves and to the Nation’s 
supply of money in much the same way. Each metal is deposited with the mint, 
whereupon the Treasury deposits an equal amount of its currency (gold certificates 
or silver certificates) in its account with one of the Federal Reserve banks. 

The effect of additions to our silver stock upon bank reserves is nominal. 
As Mr. Martin said to this subcommittee last July, the Federal Reserve System 
can create bank reserves without having either gold or silver. But when and if 
questions and doubts arise as to the public acceptance of paper money, the 
Federal Reserve banks cannot create a metallic reserve. This can be built up 
only over a period of years, under a system of individual as well as national 
solvency. It is no achievement to put debts, public or private, back of our 
currency and call it sound money. It is an achievement to maintain a solvent 
economy and a solvent central banking system which can meet its obligations in 
metal instead of by exchanging its note for another piece of paper. 


MANAGED CURRENCIES REQUIRE COMPULSION 


Many thoughtful persons who cheerfully accepted wartime restrictions upon 
the ownership of the precious metals are now profoundly disturbed about the 
trend toward a “managed currency.’’ Basically it is the conflict in point of view 
between those who wish the State to be all powerful and do what it considers 
best for individuals, and the group who believe that this country can remain 
strong only if each citizen actively seeks his own interests, meanwhile supporting 
the common functions of the Government that are required for defense, education, 
and health. 

Books are full of instances of managed currencies that could not be managed. 
These studies go back to the dawn of history when money was first used by man. 
Even if we go back only to 1940, 16 years ago, we have a worldwide record of 
constant overissue of currencies that were not redeemable. The recent figures 
show steadily rising quantities of money in the hands of the public in nearly all 
countries, and steady depreciation of that currency as shown by rising price levels. 

The forced acceptance of a paper money is a hardship that should not today be 
required of the citizen in a democracy. One of the earliest popular accounts of 
the forced circulation of money is that of Marco Polo in his description of the 
currency system of the Great Khan. In that narrative and in related papers, 
Marco Polo confesses to a great personal distrust of paper money and to a prefer- 
ence for gold and silver. However, he points out that persons entering the 
kingdom of the Khan had no choice but to surrender all gold and silver in exchange 
for paper. Only upon leaving the kingdom could they redeem their paper in 
monetary metal. here are indications that the Great Khan was exceedingly 
inflexible in dealing with those who did not choose to accept his paper money. 
Consequently, as long as that dictatorship lasted, the paper currency was accept- 
able over the greater part of the Asiatic Continent. Disregarding the intervening 
years, we might cite the modern use of paper money in a dictatorship like Russia 
where possession of gold and silver is not permitted by the individual. Here too, 
there is reason to believe that the chiefs of state are inflexible in their demands 
that their paper money be received at par. 

Democracies and hard money, and dictatorships and paper money, seem to 
have been associated together through the ages. A hard-money standard requires 
individual and national solvency before the sytem will work. If there proves to 
be a majority of political thought which refuses to accept the requirement of 
national solvency, and which also places upon the state the responsibility for the 
solvency of the individual citizen, then we will see the abolishment of hard money 
standards and state domination of the economy and of the life of the individual. 


66839—56—pt. 2——-4 
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THE THEORY OF SELF-LIQUIDATING CREDIT STILL HAS MERIT 


The theory of self-liquidating credit, which was expounded by the National 
Monetary Commission, and which formed the philosophical basis for the original 
Federal Reserve Act, was a casualty of the First World War. The exigencies 
of war finance made the supply of money directly dependent upon the needs of 
government for funds to meet its expenditures. In the interval between the First 
and the Second World Wars, the theory that the money supply should be based 
upon self-liquidating undertakings gave way in practice to the theory that the 
supply of money should be altered to meet the current needs of the state, and 
that if increases in the supply of money bring trouble in the price level or in 
savings or investment, the state will impose whatever additional requirements 
may be necessary to control business and employment. 

Now, nearly 10 years after the close of World War II, perhaps we should review 
our basic premises, to determine whether self-liquidating loans and redeemable 
currency with a substantial metallic reserve do not continue to have a place in 
our monetary system. 


THE NEW PHILOSOPHY OF GOVERNMENT REQUIRES HARD MONEY, INCLUDING 
SUBSTANTIAL SILVER RESERVES 


History records conflict after conflict between groups supporting rights of the 
individual and those championing greater state control. There seem to be 
alternating or cyclical periods. One philosophy will predominate for years, 
later to wane and be supplanted by the other point of view. Until the present 
administration, the forces of statism seemed to have the upper hand; indeed, in 
many countries of the world a large majority of the people are ruled by dicta- 
torships. 

The past 3% years have seen a very substantial reversal from the philosophy 
that the Government should do everything for us, and regulate everything and 
everyone, to that favoring private enterprise under which the individual is respon- 
sible for his own welfare and has the right to make a living as he sees fit, under 
the general rules of law. 

The public is in complete accord with this spirit of the administration in a setting 
of comparatively full employment in all areas of this country. 

In line with this new philosophy and new approach in the relationship between 
the Government and its citizens, it is time to reestablish the metallic backing of 
our currency and to make it redeemable in metal. Silver is needed for this pur 
as well as gold since the tremendous increase in liabilities of our money ard banking 
system and those of other countries are too great to be met by only one metal. 
The wisdom of present legislation setting forth the policy of the United States to 
maintain one-fourth of its monetary reserves in silver is to be commended. The 
Treasury should make more active efforts to carry out this directive. 

It is imperative that we reestablish silver in its traditional place as a monetary 
metal. Otherwise, we shall reap the effects of a managed currency, which usually 
has meant a managed people. 


JoInT STATEMENT BY-JAMES E. Murray AND MIke MansFIeLp, UNITEep Srates 
SENATORS From THE StaTe or MONTANA 


This bill, if it becomes a law, would stop the acquisition by the United States 
Treasury of silver produced by mines operating in the United States. It would 
serve no useful purpose, and there is no logical reason for supporting the bill. 

Passage of this bill would weaken the monetary position of the United States and 
would seriously injure the mining industry in the production of critical strategic 
metals—copper, lead, zinc, manganese, ete.—which have been so badly needed 
for national defense in the past and which may be equally essential in the future. 

Practically all of the silver produced in the United States comes as a coproduct 
of other metals. One does not mine silver or gold, copper, lead, zinc, or manganese. 
One mines ore. Whether the mineralized rock is ore or waste depends upon the 
ability to mine the rock and bring the recoverable portion of the minerals to the 
market, at a profit. It is the combined recoverable value of all the metals in the 
ore—copper, lead, zine, silver, gold, ete.—compared with the cost of mining, 
concentrating, smelting, refining, transportation, and all other costs, which deter- 
mines profit or loss. In many mines producing essential base metals, it is onl 
the silver in the ore and a fair price for it, that makes the operation possible. This 
has been particularly true in recent years with respect to domestic zinc and lead 
mines, squeezed between unremunerative prices and ever-increasing wages, 
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resulting in a larger proportion of the American market being absorbed by imports 
due to the rejection of the recommendations of the United States Tariff 
Commission. 

The Government of the United States, through the Congress, its executive 
officers, and various departments, has encouraged the production of strategic 
metals, namely copper, lead, zinc, silver, manganese, gold, and many others 
during the past few years. This movement was begun during the Second World 
War when it was evident that the country was faced with a terrific shortage of 
these metals. This shortage is still in evidence, particularly as to copper, man- 
ganese, and some of the other basic metals. In order to up the production of 
these metals, the Government offered many inducements to develop new 
production. 

The following statement gives a list of some of the larger operations that have 
been developed for the production of copper in the past 2 or 3 years by States: 


Annual Total Government 
production | potential | aid (RFC) 


| Tons | Tons 


Arizona: 
Combet (isis Biibied Oo. 08: 1.2.5 a ks 20,200} 101, 000 $7, 500, 000 
EIB iis hihi dvd titles} ce meinincstiicesida<kilndes | 15, 300 | 115, 000 3, 000, 000 
Lavender Pit_....._-- oe AKiadidiinintes antinakdhitnnemehah tai ar 38,000 | 266,000]... _ : 
ee oa papuge haere odes 66, 000 347, 500 | 94, 000, 000 
GEO Wits oat oa hn Sec ceel eu Se ee ee | 18, 000 | 90, 000 bie ee ok 
a I a EE 6 is acti 5 6k isdn id cok es -dhbo 13, 500 | BL As. tee snaene’ 
Oil ee hn | 45, 000 | ie 
Nevada: aah | | 
SRP MII > S55 05h os Sed aE Abia cock dbbe dnl dbbsts tbe ial | 18, 000 } 
56 ee ee i 9, 000 } 189, 000 |-------------- 
a ee. | 32, 000 | 128, 000 |_.-..- 
Michigan: 
We dat dint stir btbiabessa cbncddin dab dedibeed | 36, 000 243, 750 7, 185, 000 


ac hin > eds cnetincentic nigh ocr kigniae=edwosuguneso~uns | 19, 500 119, 000 | 


|------- se 


Source: Minerals Yearbook, Bureau of Mines, Department of the Interior. 


These properties alone will produce approximately 330,000 tons of copper 
per year with a potential production of approximately 2,200,000 tons of copper 
(there was approximately 1,486,000 tons of copper produced in the United States 
in 1955 which is expected to establish an all-time record for peacetime). 

In addition to the properties mentioned above, there are many other smaller 
properties producing between 2,500 and 5,000 tons a year. 

As we stated earlier, one does not mine silver or gold, copper, lead, zinc, or 
manganese—one mines ore. The passage of Senate 1427 would greatly curtail 
these operations, and in many cases could force a shut-down of the properties. 

National defense depends upon an ample supply of strategic metals. This 
supply may be partially assured by stockpiling but the greatest protection comes 
from maintaining a strong, healthy mining industry at home. This depends 
upon continuity of operations. It is easy enough to shut down a mine, but very 
difficult. to reopen one, long closed. Most of the basic nonferrous metal is pro- 
duced in the western part of the United States. Most of the mines are located 
where there is no alternative means of employment. There are already too many 
“‘ghost”” towns in these States. The number should not be increased by com- 
pelling these people to leave their homes and seek employment elsewhere merely 
to please a group of manufacturers of nonessential luxury goods. 





STATEMENT OF AMERICAN SMELTING AND Rerintinc Co., New Yorks, N. Y., 
Smuon D. Strauss, Vick PrREsIpENT 


This statement is filed on behalf of the American Smelting & Refining Co., a 
New Jersey corporation, which operates mines, mills, smelters, and refineries in 
the United States, Mexico, Peru, Canada, and elsewhere. Silver is a basic prod- 
uct of the company. Silver produced by the company is sold in the open market 
or, in the case of silver mined in the United States, may from time to time be 
delivered to the United States mint. The writer is vice president of the company 
in charge of its sales. ; 

We wish to be recorded as in opposition to 8. 1427, a bill to repeal legislation 
for the acquisition of silver by the United States Government. 
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We believe the silver program should be continued in effect. It is in the na- 
tional interest for these reasons: 

1. It is consistent with the traditional American belief in a hard currency, as 
contrasted with a managed currency. 

2. It is not a subsidy, as its opponents charge, but on the contrary is a source 
of revenue to the Government. 

3. It provides the Nation with a stockpile of a material of vital importance in 
the defense effort, as proved by events in World War IT. 

4. It encourages the maintenance of domestic mining activities that yield sub- 
stantial quantities of other strategic metals. 

5. It has no significant effect on the cost of articles purchased by the ultimate 
consumer. 

In an effort to achieve brevity we will comment only in broad terms on each of 
these five points. 


Point 1. Hard currency versus managed currency 


It has been said that if the Government did not use silver as backing for its 
silver certificates it could save the value of the silver. By the same token, the 
Government, by discontinuing the purchase of gold, could save $35 an ounce for 
every ounce it now buys. This would be the logical step for advocates of managed 
currency to sponsor. No currency in the world carries greater authority than the 
American dollar. The depreciated currencies—the Bolivian or Chilean peso, the 
French franc, the Italian lire, and countless others—are all managed currencies. 
We recognize that monetary theory can be a source of endless debate. Basically, 
however, we believe the American people feel more secure with a currency tied 
to a metallic base than with one tied to paper issued solely at the discretion of a 
central government. Silver has been part of the metallic base of our currency 
since the first days of the Republic. The present monetary value of $1.29 an 
ounce for silver was established in 1792. We believe it should remain. 


Point 2. The subsidy issue 


The opponents of silver legislation have repeatedly referred to the present 
program as a subsidy to the silver producers. One can search in vain through 
the budgets and appropriation requests of the Government, however, to find any 
supporting evidence. Not a penny has been appropriated by the Congress to 
help the silver producers. Not a penny is paid for domestic silver by the Gov- 
ernment. For every 10 ounces of silver delivered to the Government under this 
program, the Government keeps 3 ounces free of charge and returns the other 
7 ounces to the miner either in the form of silver dollars or the paper equivalent. 
The current rate of domestic silver production is 40 million ounces annually. 
Assuming all of this is delivered to the Government under the legislation, 12 
million ounces represents the Government’s profit. At the monetary value of 
$1.29 an ounce this is equivalent to $15,480,000. If a subsidy is involved, it is 
a subsidy by and not for the miner. 


Point 3. Silver in the stockpile 


Silver has numerous and important uses in the national-defense effort. Domes- 
tic production is now less than one-third of the amount consumed annually 
during World War II. By the usual criteria, this would mean that silver would 
be stockpiled by the General Services Administration. The only reason it is 
not necessary to have a military stockpile is that under existing legislation there 
is a monetary stockpile. When World War II broke out the Treasury held about 
2,500 million ounces of silver bullion. During the war it lent 411 million ounces 
to our allies under lend-lease; put 902 million ounces into defense plants as a 
substitute for copper (thereby saving 40,000 tons of copper); and sold 135 million 
ounces to industry to be used as directed by the War Production Board. At 
the end of 1945, the Treasury holdings were only 944 million ounces. Had it 
not been for the silver legislation, where would the Government have acquired 
this silver? The very interests that seek to repeal the silver legislation—the 
fabricators of silver—are the ones whose continued operations were made possible 
in wartime by the existence of this stockpile. 


Point 4. Encouragement of domestic mining 


Most domestic silver is mined in association with copper, lead, and zine. Be- 
cause it is the overall revenue per ton of ore that determines whether a given de- 
posit can be mined, a fixed price and an assured outlet for silver encourage the 
production of the associated metals. A good example of what fixed prices and 
assured markets can do to stimulate production is afforded by the Government’s 
uranium program, which has been an outstanding success. Though criticized 
by its opponents as unduly liberal, the silver program actually has not proved 
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attractive to miners. Domestic production of silver averaged over 60 million 
ounces of silver annually immediately after the silver legislation was enacted; 
it has now receded to less than 40 million ounces. As has been pointed out in 
the excellent brief submitted by the Utah Mining Association, if silver prices had 
kept pace with the index of consumers’ prices since 1913, the price today would 
be $1.37 an ounce and not 90.5 cents. But even though inadequate, the silver 
program does afford a measure of stability to the domestie mining industry, which 
has had to cope with unsettled conditions in the base metal markets. 

The proponents of repeal have stated that the bulk of the domestic silver pro- 
duction comes from a few large companies which conduct highly profitable opera- 
tions. It is irrelevant and misleading to compare overall profits of a corporation 
with its silver output, for the reason that each mining operation must stand on 
its own feet, whether owned by a large company or a small one. Thus, in the 
case of our own company, in 1954, we produced 1,838,118 ounces from domestic 
silver mines; the value of this output was considerably less than our aggregate 
profits for the year. But 80 percent of the silver came from 4 relatively small 
mines in Idaho—the Page, Frisco, Morning, and Galena mines. The Morning 
mine has been on the point of closing for many years; without the revenue from 
silver it might well have closed down prior to World War II and the thousands 
of tons of lead and zine it contributed to the war effort would have been lost. 
The Galena mine affords another illustration. Operations were suspended by 
the previous management many years ago; shortly after World War IT it was 
taken over by us in association with Day Mines, Inc., and over $3,675,000 has 
been invested in a search for additional ore at deeper levels. This ore was finally 
found and the mine is now equipped to produce silver, lead, copper, and antimony. 
One factor that induced us to risk this large capital sum in what was essentially 
a wildcat venture was the expectation that we would be able to deliver silver to 
the Government under the existing legislation. 

Although the company’s own, production, as previously stated, was only 
1,838,118 ounces in 1954 at our smelting and refining operations we processed a 
total of 21,581,839 ounces of silver of domestic origin during that year. This 
came from 516 individual mining operations. The average output, per opera- 
tion, was 40,000 ounces—an indication that the small producers are in the ma- 
jority. 

Point 5. Effect on the consumer 


Opponents of silver legislation claim that it is a burden to the taxpayer and to 
the consumer. We have already shown that on the contrary, it yields the tax- 
payer a profit. What about the consumer? The principal uses of silver are in 
silverware, photography, solders, brazing alloys, and electrical equipment. Al- 
though the aggregate amount of silver in the last three uses is large, the use in 
any individual item is so small it can be disregarded. 

In silverware, a typical place setting of plated ware contains five-eighths of an 
ounce of silver and sells for $5.50; a 10-cent variation in the price of silver means 
$0.06 per place setting. 

A typical sterling place setting contains 7% ounces of silver and sells for $27; a 
10-cent variation in the price of silver means $0.75 per place setting. 

A roll of film retailing for 45 cents contains about one-hundredth of an ounce 
of silver; a 10-cent variation in the price of silver is equivalent to 1 mill, one- 
tenth of a cent. 

The manufacturers of these items buy silver at the world price. Any attempt 
to correlate the price of silver with the price of the manufactured article in recent 
years would be fruitless—there is none. Like most articles of commerce, silver- 
ware has steadily increased in price to the consumer whether world prices of silver 
have risen or decreased. The cost of labor, of advertising, and of selling are the 
main factors in the price of silverware; it is ridiculous and unfair for the manu- 
facturers to attempt to blame their price increases on the silver producers. 

For all these reasons we urge the Congress to maintain and strengthen the 
silver program. 





MIntnG AssocriaTION oF MONTANA, 


Butte, Mont., October 24, 1955. 
Senator James E. Murray, 


Senate Office Building, 
Washington, D. C. 


Dear Senator Murray: Further replying to your letter of August 22, 1955, 
requesting information on ‘our silver mines in order to combat Senate bill 1427, 
a bill designed to repeal certain legislation relating to the purchase of silver, and 
for other purposes, we give you the following information: 
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So far as we know, Montana mines produce silver only as a byproduct from 
the production of other metals, most of which are strategic and critical. The 
1954 Montana production report of the United States Bureau of Mines states in 
part that 90 percent of the silver produced in that year came from Silver Bow 
County, and you probably will receive the report on that production directly 
from the Anaconda Co. Outside of Silver Bow County there are a number of 
byproduct silver mines which produce steadily and some which produce only 
intermittently. We call these the small mines and we do not have many of them 
operating at this date. 

We wrote to those companies the figures of which we thought would be valuable 
to you in testimony against 8. 1427. So far, we have not heard from all of them, 
and don’t expect to. However, the writer is leaving here on November 4 to 
attend a western governors’ mining conference in Sacramento, Calif., and may 
be gone quite a while. As you intimated in your letter that you would like to 
have the figures before November 1, 1955, we are enclosing the reports which we 
now have available and which are as follows: 

1. One-page report from the Swansea Mines, Inc., in the Helena district 
and the Boss Mines, Inc., in the Neihart district. 

2. One-page report from the Norwich Mine, producing mainly manganese 
and silver in the western part of Butte. 

3. One-page report from the Taylor-Knapp Co., operating the Moorlight 
Mines near Philipsburg, Mont. 

1. Two-page report from the Lexington Silver-Lead Mines, Inc., which in 
the past produced large amounts of silver, lead, copper and gold in the Neihart 
district. In the past few years that company has not been producing much 
metal, as it has been developing. Unfortunately, its mill burned down 
several years ago. The mill is being rebuilt and probably will go into opera- 
tion sometime in 1956. The figures of the production quoted in this report, 
were taken from page 45 of Bureau of Mines Information Circular 7589 
entitled “Mines and Mineral Deposits (Except. Fuels), Cascade County, 
Mont.” As you will note, Mr. J. A. Allen, president of Lexington Silver- 
Lead Mines, Inc., stated in the enclosed report that most of the production 
quoted in Circular 7589 was produced during a period which began in Decem- 
ber 1936 and ceased in February 1943. 

5. Two-page report from the Trout Mining Division of the American 
Machine & Metals, Inc., which is said to be the second largest silver pro- 
ducer in Montana, This report gives the net value of the ore produced and 
the same figures on the ore produced without including the value of the silver 
In the beginning of this report it shows that certain amounts of lead and zinc. 
concentrates were produced in 1954 which contained silver contents. These 
concentrates were by no means pure lead or pure zinc, as they contained 
sulfides and other diluents. 

If, as, and when we received reports from other silver mining companies, we 
will be glad to send them to you, 

Thanking you for consideration of these reports and for your interest in the 
mining industry of Montana, with kindest regards, we are 

Sincerely yours, 

MINING AssocIATION OF MONTANA, 
Cari J. TraveRMAN, Secretary-Treasurer. 


Swansea Mines, Inc., 
AND Boss Mines, INc., 
Helena, Mont., September 1, 1955, 
Mr. Cari J. TRAUERMAN, 
Secretary-Manager, Mining Association of Montana, 
Butte, Mont. 
Dear Car.: Following is some information regarding the two companies which 
are managed by me, and headed above. 


The ore from the Swansea Mines averages approximate: Grose 
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The ore from the Boss Mines, Ine., averages approximate: 


Gross 
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This ore is sorted by hand and selectively mined at a very high cost, therefore 
the production small. 

Without a good price for the silver content, it would be impossible to operate 
either of the properties. 

There has been nearly one-half million spent on these properties in development 
work and to date the production has been small. 

All of the properties in the Neihart district, where the Boss Mines, Inc., opera- 
tions are conducted, have been good producers in lead and zinc, but all depended 
on the silver content to provide operating costs or margin profit. 

Yours very truly, 
C. L. Hewirrt, 
President, Swansea Mines, Inc., and Boss Mines, In 


NORWICH MINE, 
Butte, Mont., September 22, 1955. 
Mr. Cart TRAUERMAN, 
Montana Mining Association, 
Butte, Mont. 


Dear Car: Seemingly several Senators from the eastern section of the United 
States are sponsoring legislation designed to discontinue Government purchase of 
newly mined silver. If these same Senators could be made to realize how vitally 
important a stable market for silver is to the mining industry as a whole we are 
sure they would reconsider their own proposed legislation. 

To the mining industry a firm price for silver is as essential to a healthy opera- 
tion as is lubricating oil to an automobile engine. Only a small quantity is 
present, yet it is vitally necessary to the operation. Such statement is especially 
true of the small mine operations in the West. 

In our own ease, even though we are producing strategic manganese under a 
Government contract, the payment for the small amount of silver contained in 
our ore is the lubrication essential to our continued operation. 

Last year we produced about 9,180 tons of ore which contained about 50,490 
ounces of silver. For this silver we received about $20,500—an amount which 
materially helps meet our payroll for 16 men. 

You well know how difficult it is for our domestic mine to continue operations 
in the face of expanding foreign competition. If a stable, guaranteed market 
price for silver is taken from the miner, inevitably many mines will be forced to 
shut down—and the other metals contained in their ore lost possibly forever. 

Practically all domestic mines will suffer from adverse legislation. 

Mines produce real wealth. We feel any legislation which, in effeet, curtails 
or hinders the production of that real wealth, is not legislation in the best interest 
of our country. 

You and the Montana Mining Association should continue to give our Congress- 
men all possible factual help so they can effectively block any step which inures 
adversely to the basic welfare of the mining industry. 

Yours very truly, 
Rosert H. NELSON. 


Tue Taytor-Knapp Co., 
Moor.uicut MINEs, 
Philipsburg, Mont., September 27, 1955. 
Mr. Cart J. TRAUPRMAN, 
Secretary-Manager, Mining Association of Montana, 
Butte, Mont. 


Dear Cart: Pressure of other matters has delayed our reply to your letter of 
August 31 enclosing a copy of Senator Murray’s letter to you of August 22 re- 
garding Senate bill 1427 relating to repeal of Government purchases of silver. 

Although we are primarily a producer of manganese, we also have shipped 
during the past several years a moderate tonnage of zinc-silver ore and have 
developed a reserve of approximately 200,000 tons of this type of ore in our 
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True Fissure mine, mining of which has been subordinated to manganese ore 
production in accordance with the strategic minerals program. 

Our zine-silver ore averages about 9 ounees silver, 6 percent zine and 1 percent 
lead. The gross paid for metal value of this ore, depending on base metal prices 
is approximately $14 per ton, of which the silver value represents about $6 per 
ton or 43 percent. 

From the above, it is obvious that the ore is marginal in value and any decrease 
in the value of the silver content would have a marked effect on the value of the 
ore. It is equally obvious that the value of the silver content of the ore is well 
above the net value of the ore. 

It is a well-known fact that an important portion of the value of the ores in 
most of the underground base-metal mines in the Western United States is 
represented by the silver content and any appreciable reduction in the price of 
silver would make these ores unprofitable. 

The enactment of Senate bill 1427 would add another crippling blow to the 
existence of the already harassed base-metal mining industry. 

Yours very truly, 
The Taytor-Knarpp Co., 
By A. V. Tay tor, Jr., 
Vice President. 


LEXINGTON Sitver-LEAD Mrngs, INc., 
Spokane 4, Wash., September 19, 1955. 
Mr. Cart J. TRAUERMAN, 
Secretary-Manager, Mining Association of Montana, 
Butte, Mont. 


Dear Caru: Thank you for your letter regarding the Silver Purchase Act and 
accordingly I am submitting the following figures as taken from the United States 
Bureau of Mines Information Circular No. 7589 which is self-explanatory as to 
the Lexington Co.’s silver production: 

Big 7 South Area Production, United States Bureau of Mines, Information 
Circular 7589: 2,306,353 ounces silver; 523,369 pounds lead; 63,022 pounds 
copper; 17,538 ounces gold. 

You will note that our production is chiefly silver and at one time I believe we 
had the distinction of being the largest silver producer in the State of Montana. 

If silver should drop below its present price 90.5 per ounce we would not be 
able to operate as the margin now approaches about 12 percent for net profits 
and that is based upon the lowest cost method adaptable to lode mining. Our 
wages have increased from $8.75 per day when silver was 70 cents per ounce. to 
now $16.50 per day including industrial accident, ete. Timber has doubled in 
price and equipment in general is not only double but in some instances is 150 
percent higher than the 1941 and 1942 cost. 

Thus you can readily see that the amount of lead which now commands a fair 
price is not enough to offset the increased cost of production should silver be re- 
duced to its former level, and it undoubtedly will if the act is repealed. 

Thanking you for this opportunity and with best personal regards, I remain 

Very truly yours. 
LexineTon Sriver-Leap Mines Inc. 
By J. A. Aten, President. 


LEXINGTON Sitver-Leap Mrngs, Inc., 
Spokane 4, Wash., September 28, 1955. 
Cari J. TRAUERMAN, 
Secretary-treasurer, Mining Association of Montana, 
505 Montana Standard Building, Butte, Mont. 

Dear Cart: In answer to your request as to the dates of our production, they 
are as follows: 

Milling operations began in December 1936 and ceased because of the L 208 
war order in February of 1943. 

Without going into the exact detail I would say that 85 percent of the total 
production as stated in the Bureau of Mines Circular No. 7589 was produced 
during this period. 

We did produce about $150,000 from January 1944 to July of 1947 but this 
production was from adjoining properties and did not contain the high silver 
content that the Big 7 ny 

Trusting this will suffice, I remain 

Very truly yours, 
[s] J. A. ALLEN. 
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AMERICAN Macuine & Merats, INc., 
Trovur Minina@ Drviston, 
Philipsburg, Mont., September 6, 1958. 
Mr. Cart J. TRAUERMAN, 
Secretary-treasurer, Mining Associavion of Montana, 
505 Montana Standard Building, Butte, Mont. 

Dear Car: In response to your letter of August 31, I am enclosing, 
in triplicate, a statement of results on silver operations for last year and the same 
result minus the silver. 

Like most other operators, if the price on silver is removed, we would probably 
find ourselves unable to operate, especially since the last large wage increase 
forced by our proximity to the large copper operations in Butte and Anaconda. 

If we can be of any further assistance or furnish any other data, please call 
on us. 

Sincerely yours, 
L. B. Mannine, Manager. 


Trout Minina Division, AMERICAN Macnine & Merans, INc., PHILIPsBURG, 
Mont. 


Silver, lead, zinc operations, year 1954 
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Nevapa MIninG AssocraTIoN, INC., 


Reno, Nev., January 23, 1956. 
Hon. ALAN BIBLE, 


United States Senator for Nevada, 
Senate Office Building, Washington, D. C. 


Dear Senator BrsBxe: At the last annual meeting of Nevada Mining Associa- 
tion, Inc., held in Reno, Nev. on January 9, 1956, a resolution was passed, unani- 
mously, opposing Senate bill 1427, titled, “A bill to repeal certain legislation 
relating to the purchase of silver, and other purposes.”’ 

At the present time, Nevada Mining Association has 35 regular members, 
consisting of active mining companies in the State of Nevada; 28 affiliate members, 
consisting of manufacturers and suppliers of materials and equipment used in 
the mining industry; and some 235 associate members, consisting of those not 
actually engaged in mining, but interested in and associated with the industry, such 
as geologists, mining engineers, metallurgists, mining attorneys, etc. 

Nevada has a proud heritage as a producer of silver, and the inception of many 
of its mining camps was due to discoveries of silver ore. Notable examples are: 
Virginia City, Tonopah, Tuscarora, Hamilton, Eureka, and many others too 
numersous to mention. 

The argument has been advanced by proponents of 8S. 1427 that present-day 
market prices for copper, lead, and zine are so high that a decline in the price of 
silver would make no difference to operators of mines producing those metals. 
However, it must be kept in mind that advances in price for the metals mentioned 
has been of comparatively recent date and there is no assurance that such prices 
will prevail in the future. For that reason, maintenance of the present price of 
silver is of vital importance to all metal mines of the West, wherein some of the 
value of the ore is due to the silver content—as should base metal prices recede 
and the price of silver decline, the difference in value of the silver content could 
conceivably cause a cessation of operations by certain Nevada mines. 

This condition affects not only Nevada, but all the Western States. At a 
recent meeting in Sacramento, Calif., wherein the governors of 11 Western States, 
South Dakota, and Alaska were either present cr represented by authorized 
delegates, a resolution opposing the passage of 8. 1427, which would result in the 
repeal of the Silver Purchase Act, was unanimously approved. 

Many large mines, producing base metals, owe their existence to the discovery 
of silver ore at or near the surface. While it is true that these mines later devel- 
oped into important producers of base metals, they would not have been developed 
had it not been for the silver values existing at the time the initial work was done 
upon the properties. 

So that, anything to destroy or affect incentive for a search for silver mines 
would have a disastrous effect, in the opinion of informed mine operators. 

While it is true that the world price for silver is now equal to, and at times in 
the recent past has exceeded the price paid by the Federal Treasury for domesti- 
cally mined silver, there is no certainty that this condition will prevail in the 
future. However, the fact that it does prevail now should be an additional 
argument against repeal of the Silver Purchase Act. 

Much misinformation has been disseminated with reference to the so-called 
subsidy to silver miners. However, due to seignorage, the United States Govern- 
ment makes a profit of 39 cents per ounce on every ounce of silver coined—so that 
it is difficult to see wherein the silver miners are subsidized. As far as the Govern- 
ment is concerned, if Senate bill 1427 is enacted into law and the price for silver 
should decline, say 5 cents an ounce, it would make a difference to the Government 
of 5 cents additional profit on every ounce of silver coined, but could work a great 
hardship upon the mining industry of the West—as an ore containing 50 ounces of 
silver would be worth $2.50 per ton less. 

If Government subsidies, so called, were all based upon practices similar to a 
guaranteed price for silver, the taxpayers would be relieved of a tremendous 
burden. It seems rather ironic that the farmers are guaranteed prices for their 
products and tremendous surpluses are built up, for which there is no apparent 
market either at home or abroad, and other industries subsidized, but the purchase 
of silver is condemned and deplored, even though the Government, instead of 
losing money, makes money on every ounce of silver purchased and coined. 

If aecepted procedure were followed, I presume it would be logical for the 
Federal Government to pay silver miners for not producing silver. Such practice 
is considered equitable and desirable for farmers, but to do anything for the silver 
miners, even though the Government makes profit in so doing, is iniquitous and 
undesirable. 
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As far as silver fabricators and manufacturers of silverware are concerned—and 
they seem to be the people favoring repeal of the Silver Purchase Act—one has 
only to buy some silverware, weigh it, compute the price, and estimate how much 
of a hardship would be worked upon them. I doubt very much if any reduction 
would be made in the price of such silverware—even though the price of the metal 
to the producer declined as much as 10 cents an ounce, as most of the present cost 
for silverware is due to the high cost of labor and not to the price paid for silver. 
So, why work a hardship upon producers of silver in order to give manufacturers 
a slight benefit which, in my opinion, they would not pass on to purchasers? 

In addition to furnishing a real base for the issuance of currency, silver is very 
important in the arts and trades and to national defense. It will be recalled that, 
during World War II, large quantities of silver bars were shipped from the Federal 
Government’s reserve of silver to the basic magnesium plant in Las Vegas to be 
ised as buss bars due to the acute shortage of copper at that time. So, it would 
seem, in addition to silver purchased for coinage purposes, that an adequate sup- 
ply of silver should be available from domestic mines in case of emergency, such 
as occurred during World War IT. 

In other words, I feel that a stable price for silver which will enable domestic 
mines to continue production is not only vital to the mines producing silver, but 
to national defense and the economy and welfare of the entire country. 

Your opposition to 8. 1427 will be appreciated by the mining industry of Nevada. 

With personal regards, 

Very sincerely, 
Louis D. Gorpon, 
Executive Secretary. 


STATEMENT OF THE AMERICAN MINING Conaress, WasuHineTon, D.C., JuLian D. 
Conover, Executive Vice PRESIDENT 


Mr. Chairman and members of the committee, the American Mining Congress 
a national organization representing all branches of the mining industry through- 
out the United States, respectfully urges that your committee reject 8. 1427. 

The general position of the mining industry with respect to silver is summarized 
in the declaration of policy of the American Mining Congress, adopted by some 
3,000 mining men in attendance at our annual mining convention in Las Vegas, 
Nev., October 10-13, 1955, and subsequently ratified by our board of directors 
on December 5, 1955. The pertinent portions of this declaration are as follows: 

‘“‘The place of silver as a monetary metal for appropriate uses is well established, 
and we commend the policies of the Federal Government that have contributed 
to this desirable end. Consumption of silver for both industrial and monetary 
needs is now absorbing available stocks at an accelerated rate. We recommend 
continued acquisition of domestic silver by the Treasury for monetary needs and 
urge that the stocks of silver so acquired be held inviolate for such purposes. 

“‘We recommend that the existing Federal policy be continued with regard to 
the acquisition, by the Treasury Department, of newly mined domestic silver, 
both for its beneficial influence upon the base-metal mining industry and for its 
traditional service in providing a base for a portion of the Nation’s currency; 
that congressional action recognize the increased cost of producing silver by 
reducing the seigniorage now charged by the United States Treasury upon newly 
mined domestic silver; and that the silver purchase program be retained.” 

In addition to the monetary use of silver, and its beneficial influence upon the 
base-metal mining industry, we also wish to point out that silver played an im- 
portant role as a strategic and critical metal during the emergency of World War 
Il. Approximately 900 million ounces of silver were taken from our Treasury 
stocks and either lend-leased to our military allies or utilized for critical non- 
consumptive purposes by industry. Should another emergency occur it is highly 
probable that silver again would be called upon to meet defense requirements. 

In the light of the above considerations, we urge that your committee assure 
the continued domestic production of silver by retaining existing laws with respect 
to acquisition of silver by the Federal Government. We further urge that the 
increased cost of producing silver be recognized through legislative action reducing 
the seigniorage of 30 percent now charged by the United States Treasury upon 
newly mined domestic silver. 
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STaTEMENT oF Cart H. WILKEN, Economic ANaLyst, Raw MATERIALS 
NatTionaL Councin, Sioux Crry, lowa 


Mr. Chairman, members of the committee, my name is Carl H. Wilken and 
I am economic analyst for the Raw Materials National Council of Sioux City, 
Iowa. The Raw Materials National Council was incorporated in 1936 for the 
purpose of making a study of the price of raw materials and the effect of raw 
material income upon the national income and the welfare of the American 

eople. 

' using the 19 years which have elapsed, the study of raw material prices led 
to a relative study of monetary practices throughout the world and their effect 
upon commodity prices. As a direct result I felt it important to prepare this 
statement and analyze the close relationship of monetary changes, especially 
with regard to silver, to commodity prices. 

Our world monetary system during the period 1800-73 was based on the 
value of $20.67 per ounce for gold and approximately the United States monetary 
value of $1.29 per ounce for silver. These values were established as the relative 
parity of the two metals and their use as money, a measure of value and the 
storage of wealth over a long period of time. The price of both metals during 
this period was one of comparative stability. 

The record of our commodity price level is available from 1801 to the present 
time in the Bureau of Labor Statistics. In the 50-year period 1810-60 our 
commodity price level averaged approximately 70 percent of 1926 as 100. 

The outbreak of the Civil War increased our commodity price level and follow- 
ing the end of the war in the 5-year period 1868-72 averaged approximately the 
same as 1926 and also approximately the same as our commodity price level in 
the year 1942. 

DEMONETIZATION OF SILVER 


In 1873 silver was demonetized as the basis for foreign currencies. 

The United States continued the use of silver at $1.29 per ounce as a base for 
the domestic issue of silver certificates and for currency in the form of silver 
dollars and other forms of silver coinage. 


EFFECT OF DEMONETIZATION 


A long period of bimetallism had preceded the demonetization in 1873 and the 
nations with over two-thirds of the world’s population had internal monetary 
systems based on silver. These nations also depended upon their foreign exchange 
by exchanging gold for silver on an equal basis. Therefore the demonetization of 
rir had a terrific impact upon commodity prices and the general welfare of the 
worid. 

During the years that foilowed, Great Britain through the Bank of England 
was the principal financial agent of the world and the English pound sterling was 
the yardstick of values in the Far East, India, Africa, and South America and 
elsewhere. 

Therefore, I would like to quote from three British publications which discuss 
some of the monetary problems of Great Britain following demonetization. 

The first is from Economie Tribulations by the late Vincent C. Vickers, a 
director of Vickers Ltd. and for 9 years 1 of the Governors of the Bank of England. 
This publication was printed in 1939 and copies are available in the Congressional 
Library. 

The essence of Mr. Vincent’s conclusions is found on page 46 of Economie 
Tribulations. 

“We do not possess, and never have possessed, a true and honest measure of 
value. The restoration and comparative freedom of international trade does not 
depend primarily upon the elimination of existing trade restrictions; it depends 
fundamentally upon a new and better money system, so that money hased upon 
goods and commodities shall represent the true and international value of those 
commodities, and shall cease to be, as it is today, a permanent and constant 
irritant and restriction standing in the way of the world’s economic progress, the 
happiness of the peoples, and the achievement of a lasting peace among nations.” 

Second, during the period 1923-30 there was a great deal of discussion in Great 
Britain relative to the remonetization of silver. I would like to quote from a 
publication Rex, written by J. F. Darling, C. B. E. and published in 1930. 

‘The logical solution of Asia’s monetary difficulties, and, indeed, those of the 
world, is to rehabilitate silver. * * * The British Empire is in possession of a 
power which is capable of changing beneficially the economic face of the globe but 
at present is being dissipated.” 
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And, thirdly, I would like to quote from a book entitled ‘““‘The Break Down of 
Money,” by Christopher Hollis, published in 1935 and copies of which are avail- 
able in the Congressional Library. Mr. Hollis taught for 2 years as an exchange 
professor in economics at the University of Notre Dame. 

In his book, Mr. Hollis devotes a chapter to the American Slump in 1929 and 
opens the chapter with the words “‘The only reason for the slump was monetary.” 
Later in the same chapter is found this interesting statement: 

“In opposition to the sermonizings of the old-fashioned Democrats had been 
the financiers’ policy. Their belief is that the only chance of getting the tariff 
down has been so to reduce the purchasing power of the American people that 
they can no longer even approximately consume their own products. As long 
as that purchasing power was adequate, the American manufacturer was indiffer- 
ent to foreign markets.” 

It is my own studied opinion, based on the record of commodity prices following 
the demonetization of silver in 1873 and the manipulation of silver prices in 
1919-20 and following 1925, that the price of silver was one of the chief causes of 
depressions and the economic conflicts which led to World War I and the depres- 
sions of 1920 and 1929-41. Further that the failure to restore silver as a monetary 
medium led to the Second World War and the collapse of China and much of the 
British Empire. 

I would also like to add that if the United States in its present position in world 
finance does not give the world an honest monetary medium we also will have to 
undergo a depression, something which we cannot afford if we wish to win the 
struggle against communism and socialism. In fact, there is reason to believe that 
passage of S. 1427 would precipitate another depression throughout the world. 

Instead of this type of a bill we should be considering a bill to restore silver as a 
monetary medium, thus ending the exploitation of weaker nations and restoring a 
foundation for equity of trade and world prosperity. Without such a move on our 
part our hopes of world peace are based on wishful thinking rather than reality. 


COMMODITY PRICES VERSUS SILVER PRICES 


The relationship of silver and commodity prices was brought out in a hearing 
on silver pursuant to Senate Resolution 187, 74th Congress, early in 1939. 

In the period from 1873 to 1896 the New York price of silver dropped steadily 
from $1.34 per ounce in 1873 to 67 cents per ounce in 1896. During this period of 
30 years a bushel of wheat exchanged rather constantly for an ounce of silver and 
10 pounds of cotton also traded for an ounce of silver. 

The following table illustrates the movement of wheat and silver prices, and 
was taken from the chart opposite page 142 of the silver hearings. A similar 
chart for cotton can be found opposite page 144 of the 1939 silver hearings 
mentioned above. 


Price relationship between a bushel of wheat and an ounce of silver 
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price per rice Of silver price per rice per 
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Source: Silver hearings, S. Res. 187, 74th Cong., 1939. 
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This relationship of commodity prices to silver was not an accident. A large 
part of the population of the world depended upon wages measured in terms 
of silver and as silver prices fell off the ability to buy wheat and cotton dropped 
in direct proportion. 

Whether premeditated or not, the drop in silver prices following 1873 ex- 
ploited the producers of farm products throughout the world and brought on a 
severe loss of markets for world production. 

During the period 1900-14, the United States through the development of 
its gold deposits produced approximately 4.5 million ounces of gold per year and 
enjoyed a period of internal stability and prosperity. The balance of the world 
however continued in a depressive condition. 

With the outbreak of World War I, commodity prices rose as did the price of 
silver. Silver reached a high point of $1.379 per ounce and the price of wheat 
and other raw materials were at a high level. During this period the price of 
gold remained unchanged at $20.67 per ounce. 

The relatively high price of silver led to the melting of some currencies and even 
the United States in 1918 melted $260 million silver dollars and sold the re- 
sulting bullion to stop the run on the Bank of India which threatened to disrupt 
seriously the orderly functioning of the bank. However, some of this silver was 
used to depress the market price of silver. 

In my opinion it was the direct purpose of international financiers to break the 
price of silver and the price of commodities, thus restoring the buying power of an 
ounce of gold. There was no sudden increase in silver production to warrant the 
precipitous drop in silver prices from $1.379 in 1919 to a low of $0.604 per ounce 
(New York) in 1920. 

The result of this return to so-called normalcy was disastrous in its effect upon 
farm prices. The price of corn, for example, dropped from $2 per bushel in central 
Iowa in July 1920 down to $0.27 per bushel in 1921. Bank failures and a general 
depression followed. 

The depression resulted in a change in political leadership with the election of a 
Republican administration. The new administration passed the Fordney- 
McCumber Tariff Act, which in turn served as a higher support level for prices 
within the United States. I might say in passing that the tariff, in addition to a 
source of revenue, is also a monetary measure because of its effect upon the price 
of a commodity. 


PROSPERITY OF THE TWENTIES 


In the period 1922-29, the commodity price level averaged approximately 
150 percent of the 1910-14 price level. Our national income during this period 
averaged approximately $80 billion as compared to an average of $31 billion in 
1910-14. 

This high level of income brought about a rapid expansion in our own economy 
with the building of the auto industry, radios, roads, and a high level of construc- 
tion. Our national budget was balanced during this period with an average repay- 
ment of about $1 billion per year on the national debt. Foreign loans and the 
domestic prosperity supported world commodity prices at approximately the 
American level. 


INTERNATIONAL EXCHANGE 


The high level of a, rices in 1925-29 reduced the purchasing power of 
nad 


gold in direct proportion. dition, the higher wage level in the United States 
cut back our gold eee to approximately 2.5 million ounces per year, 
2 million ounces less than the 4.5 million ounces per year in 1910-14. Because 
of the low production a shortage of gold developed and the Bank of England was 
confronted with the problem of having to settle its international obligations with 
a short supply and a depreciated ounce of gold. 

This led to the discussion of the possibilities of remonetizing silver which 
would have approximately doubled the volume of the metallic base for money. 
In 1925 Great Britain decided to remain on the gold standard. 

Great Britain with its wide-flung eee was very dependent upon profit from 
trade. This brought on a second of reducing silver prices. The price of 
silver dropped from an average of 5089 69 per ounce in 1925 to a low of $0.24 per 
ounce in 1932. 

Commodity peices moved downward with the price of silver and in 1932 
coconut oil in the Far East was selling for 2 cents per pound. This finally cul- 
minated in a breakdown, led by lower commodity prices, in our own economy 
in 1929. 
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In 1932 our national income had dropped from $87.8 billion in 1929 down to 
approximately $41 billion. I might add that an analysis of the economic record 
of the United States will show that in the period 1930-41, our failure to maintain 
the 1925-29 price level caused us to lose over $500 billion of income and about 
5.5 years of physical production. 

The silver nations such as China and India again found themselves in a state 
of poverty. The depression brought on Adolph Hitler in Germany and Mussolini 
in Italy as dictators with a grasp for power, thus setting the stage for World 
War II. 

The depression in the United States again led to a change in political parties. 
In 1934 the Democratic administration decided to increase the price of gold to 
$35 per ounce under the theory that this would restore the 1925-29 price level 
and prosperity. 

The theorists failed to realize that the price of gold was too small an item to 
restore commodity values. In addition they failed to realize that silver was still 
an important factor in the internal economy of many nations. The indirect 
result of inereasing the price of gold was to devalue silver in relationship to gold. 

For example, the price of silver in 1934 was $0.48 per ounce and the sudden 
increase of approximately 69 percent in the price of gold reduced the value of 
silver in terms of gold to approximately $0.29 per ounce. 

The effect upon China was disastrous and forced her to nationalize her silver 
and resort to a paper issue of money. In my opinion this led to the collapse of 
China as a nation. In fact, history should record that the price of silver forced 
China into the ranks of communism. 

It is also quite logical to assume that the depression forced Japan to invade 
China in order to obtain by force the raw materials which she could not buy and 
pay for in world markets. 

In my opinion, if the United States in 1934 had led the world to remonetize 
silver at $1.29 per ounce or the approximate balance of silver to gold in 1925-29, 
the situation throughout the world would be much different than it is today. 

The effect of the increase in the price of gold led to the withdrawal of gold in 
other nations and exporting it to the United States. This in turn set off a wave 
of currency devaluations, exchange controls, and other measures, thus preventing 
any great recovery in the 1934-39 period. 


WORLD WAR II 


In 1939 World War II broke in Europe and since that time we have been carry- 
ing the rest of the world on our back through a rapid increase in our total debt or 
mortgage against the future income of the United Btates. 

The extent of this increase can be found in the record; namely, an expansion of 
our total public and private debt from $216 billion in 1940 to over $700 billion at 
the present time. 

Billions of this increase in our total debt were used to finance our own war 
effort and to help our allies. Since the war we have poured out additional billions 
in foreign aid, thus supporting the economies of other nations. 

It would appear that we have failed to realize the real effect upon the monetary 
affairs of the world of our price-support programs. A price for the production of 
any nation automatically ~etermines its ability to buy. Since 1942 we have been 
in reality supporting the commodity prices of the world, thus determining to a 
large extent the monetary policy. 

This price support has taken various forms. In the case of farm products our 
price support has had the direct effect of supporting world prices and monetary 
income. The stockpiling of strategic metals to protect our own mining industry 
and our supply in case of war has in turn had the same monetary effect. 

The bill which you are considering, in my opinion, would remove the most im- 
portant support to the world monetary system; namely, the world market price 
of silver. It has done more to stabilize internal currencies of many nations than 
any other single factor. Passage of the bill which you are considering to repeal 
the support of the silver price could have many repercussions. A drop in the 
silver price could touch off another wave of currency devaluations and add to the 
monetary problems of the United States and the world. 


ECONOMIC FACTORS 


The record of silver production and world consumption during the past 5-years 
clearly proves that the presae price is not too high. The world would not gain 
by reducing the price of silver because a lower price for silver will automatically 
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require a higher price for copper, zinc, lead, and other metals whose cost of produc- 
tion is decreased by the value of silver in the ores from which they are recovered. 

The present price for silver established in 1946 in all fairness should be increased 
in direct proportion to the increase in the wholesale price level of 41 percent since 
1946. Such an adjustment would result in a price of approximately $1.28 per 
ounce or the approximate value of silver as a basis for domestic monetary use. 

World production in 1954 totaling 214 million ounces is approximately 85 per- 
cent of the average production in 1935-39, a depression period. In the case of 
our own production of 37 million ounces of silver in 1954, it was far below our 
industrial consumption of 85 million ounces, 

Therefore, it would appear that instead of repealing the legislation now support- 
ing the price of silver at 90.5 cents per ounce, the 1946 act should be amended to 
increase the price to approximately $1.29 per ounce for domestic silver, thus 
offsetting the increase in wages and material costs as reflected in the advance of 
our wholesale price level since 1946. 

If it is good economics to destroy our income by reducing the price of silver 
then it should be good economics to remove all farm price supports, all legislation 
to support wages, all legislation to support transportation rates, legislation to 
support gold at $35 per ounce, legislation which supports FHA and veterans’ 
loans, ete. 

CURRENT CONDITIONS 


I would like to point out that current prosperity is based almost entirely 
on the rapid expansion in public and private debt. Since 1951 farm price levels 
throughout the world and in the United States have fallen approximately 28 
percent and constitute a threat of depression in the immediate future unless 
corrected. This drop in farm prices has shut off the market for goods in rural! 
areas badly needed by the industrial capacity of the world. Attempts to offset 
this loss of earned income by Government programs for public expenditures are 
not the answer. They merely add up to postponement of the forces of depression. 
The day has come when we must have a solvent economy as a protection for our 
capital system. 

CONCLUSION 


The financiai and monetary policies of the United States are not as secure 
as many of our leaders believe. I wish to eall attention to the fact that we have 
$21.685 billion of gold in storage in the United States (Treasury Bulletin, Decem- 
ber 1955). 

The same bulletin admits liabilities for gold certificates in the amount of 
$21.196 billion, leaving a balance of gold in the Treasury account of $489 million. 

This is only a part of the real situation. The Treasury Bulletin on page 53 
lists the short-term banking liabilities to foreigners in the amount of $13.564 
billion. These balances are offset by investments in our stocks and securities. 

In my opinion this is the foreigners protection against a depression. His 
investments in bonds and securities in the United States with the recent rise in 
the value of stocks have been quite profitable. In case of a depression, the 
foreigner is in a position to sell his stocks and securities and demand se.tlement 
in gold, which has a fixed value, thus reducing our gold supply. In other words, 
it would appear that we actually own less than 50 percent of the gold in storage. 

At the rate of increase in these short-term balances since 1951 a similar increase 
in foreign short-term balances in the next 10 years could create a sufficient total 
of short-term balances to drain off the gold we have at the present time. 

For that reason I think it of the utmost importance for the United States to 
seriously consider taking the lead in giving the world an honest monetary system 
based on both gold and silver. In addition, parity prices for about 25 leading 
raw materials should be maintained at par with the monetary medium. Until 
such a step is taken there will be no foundation for world peace or world pros- 

rity. 

Sot a move could have been beneficial at the Bretton Woods Monetary 
Conference in 1955. This Conference practically ignored silver. 

The members of the committee will probably wonder at the cost of such a 
program. The answer is, very little. In fact, the cost, if any, would be small as 
compared to the billions we have been pouring out since the ending of World 
War II. We must help create an international exchange based on the American 

arity for raw materials if we are to avoid serious economic dislocations in the 
uture. In my opinion 50 percent of the amount now being used for foreign aid 
would be sufficient if properly utilized. I also feel that such a program would be 
met with open arms in South America and other areas, such as the Middle East 
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and Far East, etc.” ‘In fact, 1 do not ‘believe ‘that ‘we can remove the distrust of 


foreign aimed at re cheaper ucts unless we give to the 
wold bs af rains which will aa? exploitation which ‘has ted to 
the bor rn ul Poutontt the’ world @uring the period 1873 to the 
present 


Wesrrrn Governors Minfrat Pourcres Conrerence, 


Sacramento, Calif., January 17, 19656. 
Hon. Senator Doveras, 
Chairman, Senate Banking and Currency Subcommittee, 
Washington, D.C. 

Dear Senaror DouGias: A meen was held in November 1955, in Sacra- 
mento, Calif., by the epverney. of 11 Western States, Alaska, and South Dakota 
Pe the him DURA of recommending changes in the present laws making them Page 

he mining industry. Among the many resohathenaaeiows. Ta 
qu the one on silver, which. is a8 follows: 
committee recommends that the sxisting policy whereby newly mined 
domestie silver may be tendered to the Treasury pees for coinage purposes 
be eqnklsnen.epd.ines £- 1427 427 be rejected hy the 
2... eee as long-range objectives: . 

(a) The seigniorage retained by the Treasury Department he progressively 
reduced in recognition of the steadily mounting cost of producing silver; and 

(b). The sale of Liccwtiencatcatned silver by the Treasury Department at less 
than the coinage value of $1.2929 per troy ounce be prohibited. 

Governor Knight has approved the recommendations submitted including the 
one quoted above,.and.I would like to haye this statement filed with your com- 
mittee. 

Very truly yours, 
Tom Lyon. 





SraTemEeNT. OF Eicin GrosecLose, Economic Counss,, WasninGron, D. C. 


Mr. Chairman, ce address you ak to 8. 1427, now under consideration by 
your Committee. jae Pp ee is to repeal certain legislation that 
Bilyer for coinage into dollars or as monetary ré- 

ver certs ued thererte: The specific legislation te ‘be 

er Purcliase Act of 1934, section 4 of the net oF 

Say 6,1 I io, the a He ph ‘31, "1946, as well as certain sections of the Internal 

1, 1946, the oe ntly governing directive; re- 


fewer i, receive ach coinage into standard silver dollars newly 
mined silver from a ne Sere mage Bt SD perouie, a dis- 
count which Bry ina ae the ana of 90: ounce. 

8. 1427 w also repeal all GutieY aiite onl Parte of acts in nconsistent ‘with’ & 


of the isions of this act, so that the apparent intent of the bill is to‘annul 
cngremson ret Has Rad Treawuty’ to'renelve iver for volnage/ito Gone 


icles OF SILVER 


The first question to arise is the effect of the proposed legislation u m the dom es- 
tic scene 7 / pemcgelty the the various silver interests and secondly the general 
business unity. has been testified by representatives of the Treasur 
and the Federal Reserve Board that the legislation, the subject of repeal by 8. 1427, 
has not substantially affected the general credit or monetary situation, and that 
it does not’ ‘@ fiseal burden upon the Government (but rather results in a 
fiseal gain). has been testimony regarding the nificant effect of the 
existing legislation upon the silver ucing and silver g industries because 
of the present close correspondence between the open market price for silver and 
the net Treasury price to the producer. 

SR eee ere cen eee ene a 1427 upon this country’s 

transactions and upon the international policies and eommitmenis 


ba «omer ath wc of 8. 1427 would be an effective demonetization of silver 
in the Seotaatkananne Demonetization of silver would represent 
a drastic change im our and» traditional monetary system. Sines the 
catablishient of the iret United States mint, by vhe wet of April 2, 179%, the 
silver dollar has beenan integral part of the monetary system, and has consisted 
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of 371.25 grains of fine silver, which represents a statutery value of $1.2929 
plus per ounce (480 grains), At the end of 1953, according to exhibits presented 
at these herrings, the Treasury stock of silver amounted to 1,925.1 million ounces, 
of which 1,870.9 million ounces were in silver dollars or silver bullion held dollar 
for dollar against silver certificates outstanding, and only 54.2 million ounces 
were in subsidiary silver coin or free silver bullion. 

The silver certificates constitute the only: paper money in the United States 
which is presently redeemable in coin on demand, as the distinguished Senator 
from Illinois has demonstrated during your hearings. It is, so far as I have been 
able to ascertain, the only paper cooany Bg the world that is redeemable in coin, 
and the only paper money anywhere that is backed 100 percent by metal at its 
original statutory value. 

S. 1427 would apparently cease the receipt of silver into the monetary reserve, 
since it omits any provision or directive by which the Treasury could acquire such 
silver except for subsidiary coinage. At the same time the bill s cally con- 
tinues the historic redeemability of the silver certificates outs Since it 
cannot be supposed that silver will remain forever at its present ae market 

rice—now somewhat less than the statutory price—and may not in time recover 
Ks historic value relationship to gold, silver would pass out of the reserve as 
silver certificates were presented for redemption. Eventually the silver reserves 
would disappear or become inconsequential as they did in other countries where 
silver was demonetized, That such is more than a remote eventuality is indicated 
by the high rate of silver consumption in the arts and industry in recent years 
in relation to silver production, and by the general strengthening of o market 
quotations for silver, in conformity with the upward movement prices for 
nonferrous metals generally. 


SILVER RESERVES IN NATIONAL EMERGENCY 


The importance of the silver reserves, and the consequences of their loss, can 
be understood against a background of national emergency and commercial strain. 
In such periods silver provides a means of obtaining essential from those 
regions of the world in which silver, despite its formal, that is, official demonetiza- 
tion, is still prised and demanded and represents an unofficial, or de facto, ‘form of 
money. I need not remind this committee of what ha during World War I. 
At that time. India was a British dependency, toward which the British Govern- 
ment had paramount responsibilities for the maintenance of financial and politi 
stability. Im the economy of India silver played an important role, and India 
consistently required large amounts of silver in settlement of its favorable, trade 
balances with the world. Yet the British Government having shifted its o 
monetary base to gold, as well as that of its dependency, had allowed ta aller 
reserves well nigh to = ome In consequence, during i 

to this Government for silver to meet the ing de from India, 

e United States thereupon provided te its ally, for une in Fadi, some 200 mii 
ounces of silver by the process of melting down silver 
States Treasury reserves. The legislation under which this was > Was. APpro- 
priately entitled ‘‘An act to conserve the su of the U: 3; to 
permit the settlement in silver of trade balances adverse to the | nlled tates; 
to provide silver for subsidiary coinage and for commercial use; to assist foreign 
governments at war with enemies of the United States; and for the above purposes 
——— the price and encourage the production of silver’ (act of April 23, 

A similar demand for silver for use in Asia arose during World War II, 
and under lend-lease legislation the United States Treasury provided to a number 
of our allies, mainly Great Britain, the Netherlands, Australia and India, some 
410 million ounces from the reserves. In addition, under the Green of July 12, 
1943, 167 million ounces were sold through 1946 for industrial uses and. for 
Philippine coinage. Besides these amounts, 902 million ounces were made availa- 
ble to domestic industry by way of loan largely to replace copper in electrical 
conduits and other uses. cif “ys 

Such enormous supplies of silver were obtainable nowhere but from the United 
States Treasury, for silver had generally passed out of the reserves of the 
countries of the world. Beginning in the 1870's silver had been: demone in 
Europe, and in the early years of the present century the movement had spread 
throuchout the greater part of the world. The demonetization of silver had 
gone so far as to include subsidiary mennguen well, so that today most countries. 
use silver coins only in a highly debased _ Even the silver coins of 
once the citadel of monetary purity, which gave the word ‘‘sterling” to the 





ns 





‘ 
. 


ORIN: nls asl bilet moi tae DT 


i hia 
CET te 


Teh 


+ ey ‘icles oP er Taa 


REPEAL, OF SILVER PURCHASE. ACTS 325 


as the hallmark of good metal, are today only half silver, the balance being largely 
copper, so that they can be called silver only by courtesy, out of respect for a 
ae thic. 


d e 

Thus, of the total monetary stock of the world for which the Director of the 
Mint is to present or estimates, amounting to slightly less than $5 
billion at the end of 1953, only about $1. billion was to be found outside the. 
United States... 

The argument is heard that silver money is obsolete and that American mone- 

policy in retaining silver in the reserve is antiquated. The United States is 

in fact unique in this. respect. This uniqueness, does not mean, however, that 
United States policy is erroneous. Such an ment has no more bearing than 
one drawn from the fact that in 1789 the United States was almost alone in adher- 
ing to the republican form of government, 

tn other words, the fact that most of the world has gone to the so-called gold 
standard is not a demonstration of the unwisdom of the silver pachese policy, 
nor it. evidence that a gold standard is best for all peoples and all areas of the 
world. 

SILVER AND THE FOREIGN AID PROGRAM 


The Government of the United States has in recent years considered it in the 
national interest to assume important responsibilities toward vast populations 
of the world whose standards of subsistence are less than ours and among whom 
political unrest and instability are prevalent. Since 1949, under various technical 
and economic aid programs, the United States has been seeking to promote, 
through economic means, the political stability of Asia, and to a lesser extent that 
of Af and of Latin America, Into this effort have been invested billions of 
dollars, sums in comparison to which the amounts of silver certificates issued under 
the various silver purchase acts here proposed for repeal are insignificant. If there 
is national utility in the expenditure of these enormous sums in foreign aid, then 
the policy which this Government maintains in regard to the use of silver as a 
medium of payments and as a store of value may well be one of the most useful of 
its acts of economic assistance, 

If the United States has an official concern for the stability of governments in 
these lands, this concern must go to the ultimate welfare of the les themselves, 
whose personal political freedom and whose personal sense of justice and security 
are the foundations of general political stahility. American concern should be 
that these peoples learn and acquire something of the economic independence 
which ‘we prize among ourselves., The fact, which we have long accepted ‘as 
axiomatic, is that there can be,no political liberty without economic liberty, and 
that economic liberty begins with the right of possession of property. 

Taner pie this Important fact and principle, when applied to the destitute 
peoples of the tern.and Southern Hemispheres, is one that for Americans, with 
our high of material well, being, is,sometimes diffieult to comprehend. 
It is this: that for wncounted millions of human beings east and south of Suez 
the road, to eeonomic,indevendence begins; with the possession of a silver eoin, 
the lowest eoneeeee’ unit of material wealth with which they come into contact. 

Vv 


To them the pre ce and availabihty of a silver coinage of a high degree of purity 
form.the foundation of the economic structure from which a higher well-hei 
must arise. . Your d ions. upon §. 1427 cannot be wisely based in 

to the foreign aid, policy of this Government without considering the 
effects of this bill upon @ livelihood activities of the populations to whom silver 
remains, des all ve enactment, the medium of payments, the standard 


of valne, and the convenient store of wealth. 55 

It is to an examination of how this is so that I would now turn, but before coins 
so I should present. to omy qualifications and experience for the task. 
statement of my experience with the subject in issue will also lay before 
you some of the practical elements of the question as distinct from the theoretical. 


rr QUALIFICATIONS 

T am an economist by emt in Sonetans nore since 1944 except for 
brief periods when I have been in the service of the United States and in 1951 whea 
I spent a year in Iran and other parts of the Middle East studying the village and 
pastoral economy under a Fulbright advanced research fellowship. I hold the 
degrees of doctor of philosophy and of master of arts from the American University 
of this city, and bachelor of arts from the University of Oklahoma, my native 
State. I am the author of a number of works in which the subject of money is 
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treated, including “‘M : The Human Conflict,” an historical survey 
experience meme ty by the University of Oklahoma Press in 1934; a 

entitled “Currency Systems of the Orient,” —_ by , 
Departmerit of Commercé in 1927; “Entroduction to Tran,” in which m 
questions are discussed, published by Oxford University Press in 1947; and a 
monograph, “Near Eastern Post War Monetary Standards,” published by the 
Monetary Standards Enquiry in 1944 as part of its he Seen on postwar 
facts which T rh ee sig. TH 1998 ieave capers Seats tabetabahe 
acts whic am here presen . In gave econ 
before the Kansas Public Service Commission on the effects of dollar devaluation 
on the economy, and T have testified before the Tax Court on yarious occasions 
on valuations and other economic questions involved in taxation. I havé also 
served in various governmental capacities, most recently as constiltant to the 
Administrator of the Small Business Administration, as consultant to the Assistant 
Secretary of Commerce for Domestic Affairs, and as Acting y_ Director of 
the Commerce Department’s Offiee of Economic Affairs. A fuller ee 
—— = be found in Who’s Who in America, Directory of American Scholars, 
and like works. 


SILVER IN THE MIDDLE EAST 


My intimate experience with the silver question brea in 1922 while as 
in a mission school in Iran, then called Persia, and while serving as Secretary o 
the Persia Committee of the Near East Relief. Persia was then. recovering from 
the wartime oecupation by the Russians and British and from the invasion of its 
northwestern provinces by Turkey, and in the region where I was, situated the 
relief was attempting to reestablish the refugees on the land. Draft animals were 
needed for them to put in a crop, and some of us went across the mountains to a 
sechided valley where oxen were to be had. We were in the market for about 40 
yoke; we carried the purchase money with us, and it required a separate pack 
horse for the purpose. The money was in the form of silver ‘kraris—a coin, abort 
the size of our quarter dollar, that has since been derionetized—and t recall 
spending the better part of the night counting out these coins, 2 hy 2, into the 
hands of the sellers, interrupted now and then while one of another of the pieces 
was tested for its genuineness and weight. ; 


SOVIET INFLATION 


It seemed like a cumbersome process, in with check and draft 
money, but it served to maintain an economic vit that was absent elsewhere, 
It was not until a little as om I ~~ sent to the Sevens Caucasus 
mission to barter spun wool for hospital supplies that realized 

activities rendered by the maintenance by gov of 4 
I 2° the Reds were 


man’s ience isto} : with deb 
money, d the like, which the volume 
oma Press to which T have - 


RETURN TO IRAN AS TREASURER GENERAL 


In 1943 I returned to Iran, under appointment by the Imperial P 
Treasurer General of Iran, as a ‘member of a of advisers brought in to help 
the country solve some of its pressing . These problems, arising 
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from longsta d monetary Fate were aggravated br ve 
pe ate gps oe anges ae ee and by the. immense. trans 
anes pg rlease supplies to Russia. The law constituted the eanawere 


“Mint and of ¢ master; he was charged also with super- 
vision en ots the Sera Mint and . various. state-owned commercial and 
financial institutions; he served as director of the national bank and on the 
Government note issue board. Actually, my main assignment was to devise 
financial measures to combat the mount ing i n, that is, the steady deprecia- 
tion of the Iranian rial,. In the interval since my earlier experience in Iran, I 
should ‘hrongh the Government had demonetized silver, and had instituted paper 


money through the Spm of a national bank witb note issue powers; it 

had, not une cress in ree of a 

CENT ion of the during the oceupation 
sar ap Enknctal a Great Britain aera tee: the United States... Agreements 

with these powers h xed e rate at which rials were exchangeable into sterlin 


and dollars, but the rial continued to decline, and goods in the market advane 
to exorbitant prices. Ever-increasing issues ~~ money were required to 
support trade and to finance the occupation vernment expenditures. I 
recall that every week or so 2 plane load of paper money had to be flown in from 
the engravers in London, because the money wore out so fast, and one of my 
chores as a member of the note issue board was to sit once a week or thereabouts 
and watch bales of tattered new money consigned to the flames and to certify 
the issue of fresh paper in its 

It was my conclusion, after studying the situation, that the only method of 
eurbing the inflation was to introduce real money into the economy. The proper 
solution would have been to get the mint started again to minting good silver 
krans or rials, but there were no dies available, and their eutting required time; 
moreover, there was no silver to speak of, since it had been sold off to India long 
before. Accordingly, I reeommended the importation of gold and its sale in the 
open market for paper. My recommendations were accepted, and sh 
thereafter there arrived by air from the United States an initial half ton of g 
which eae y put on sale. The measure retarded the inflation, and it was 
cubanennansle —«- by the occupation authorities throughout the Middle 
Rest ote mnnsint Shanaing thettaatinitians The use of gold was not entirely 
successful, however, because it was a metal too precious to be used in ordinary 
transactions, and its main service was that of a means of hoarding wealth 
the wealthy, which served to release much needed copper, wheat, and other war 
commodities, 

WARTIME LESSONS 


These happenings which I have described are what may be expected when 
the vast populations of Asia, Africa, and Latin America are deprived of a freely 
cireulating currency of indubitable purity and of standard weight and possessing 
readily ascertainable value in the market; and among the economic causes of 
political unrest and instability in these regions of the be, the failure to provide 


such a medium must be accounted as a principal ex ion. 
Gold, because of its scarcity and its price, simply cannot perform the 
funetions required of money in the economies of Asia and other under- 


developed regions of the world. Gold cannot be minted in small enough units 
to provide a medium of exehange for the ordinary and daily transactions of these 
peepaanep ee eenaane eee Saree the eae 
manipulation that the Sees no confidence among the people, and 
oo ead me Ser hoarding metalin other forms, or, lacking 
— ——e = wealthy, by transferring funds 
abroad to countries whose moneys , if not complete, eonfidence. 
The so-called dollar sh of a so nua "been heard in recent years, 
and which the Congress has led to relieve by vast appropriations of the public 
» arises in matenatiot thingenerniaes @ frantic effort to transfer 
savings from -backed ‘currencies to the relatively more secure, if 
partly silver backed, U States dollar. 


MONETARY NEEDS OF UNDERDEVELOPED LANDS 
refore apart. from its monetary ps. nnllenincen. 


iam efor pesanined romote economic rab fapility and 
; cs v8 progress in 

underde be. a of encouraging the wider use of 

silver as money inated ave of fiat mi mernaes 4 currency, ane uae 

gold-backed al issues. e aver. 0 7 would discourage the adoption 

of such sound monetary practices by the asia dines of those areas. 
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The need for metallic money in these regions of the and the ad 
of silver over gold, rest upon the implicit hee ets of the ood systems of 
a, First may be mentioned the im ce of a trustworthy metal coinage 
to handicraft economy, still important out Asia ate: the inroads of 


the machine. Gold, ver, copper, brass, ae bronze are highly prized for personal 
and household adornment, and metal work has been a or employment for 
skilled artisans. Such work is not only in demand at home, but silver and brass- 
ware from India, Persia, and other parts of the East are frequent in the pet 
trade. Much of the silver used in handicraft in these countries has been obtained 
in the past from the melting down of coinage. Indeed, a principal historical 
function of coinage has been to provide the artisan with a source of metal of known 
standard for use in his craft. The debasement of the coinage—in India today 
the metal of coinage is only half silver—works to debase the Paeraaae and lessen 
its attractiveness to the buyer, particularly the buyer from ab 


ADVANTAGES OF SILVER 


Secondly, in these regions of the world metal coinage—and here I mean silver— 
contributes to economic stability and is a continuing necessity for political stability. 
A chief service of the that i is to provide a means by which the individual can 
store wealth of a sort that is independent of political circumstance for its value 
and that does not require the coabentton by the government of its worth. The 
use of coinage as a store of wealth, while classic, es come to be called hoarding, 
and is a practice that Western statecraft has invested with opprobrium, condemned 
as a sin against society, and in many countries has outlawed in one form or another. 
Gold coinage is or ‘under this ban, and since 1934 the private 
— coins in the United States has been forbidden by Federal statute. 

lver, fortunately, has beea exempt from sucb ees art and in the Eastern 
and Southern He heres it continues to offer a means of storing wealth. In 
the light of the conditions that prevail generally in those a of 
former governments, the immaturity of present governments, the absence of 
= sareguards for the individual as we understand them—a silver hoard 

beer, among material and economic devices, one of the most sigaificant aids 
to a sense of personal security. Among ‘such societies, the adoption of compli- 
— forms of gcid-backed paper money must follow rather tha» precede political 
stability. 
THE SOCIAL UTILITY OF HOARDING 


Hoarding is the means by which the peasant, the artisan, the tribesman, 
assures his economic independence. India and ‘China have long been age 
buyers of the precious metals for such i toe Whether the practice would 
conducive to national economic health in lands more highly developed and more 
securely organized, it represents a ponderable aad inescapable fact in any con- 
sideration of the money systems of Asia. 

Among the politically insecure and economically destitute les of the world 


Socks tered See eee See eee cr timanpbaake 
familiar and more trustworthy than the or of , bonds, 
pee lpn Rosary. rn Facey ee ys wealth in @ West... ’ coin is 


something the peasant or the laborer can fide aiid keep-dadinat his «ld when 
he can no longer toil, something the value of which is comparatively ina 
world of change, something that will not rot or wear, and that, if he grows pros- 
perous, he can use to adorn his wife and children. While hoards are of ‘course 
subject to the perils of robbery and theft, on the whole their owners have preferred 
Sn ae es Tiere Sen oe nee eee eer 
central bank throu eee of the reserve ratio and the inevitable 
depreciation that f 

n the cities, even among the clases that have in recent years become accu 
ee ees i Senreuras b bia ued fowdign sharen,'o°4 paiva 
accounts in the or invest governmen a 
stock of precious metals is prized and contributes to their sense of i 
The continui importance of metal coinage, that is to say, silver, to meet the 
demands for “hoards,”’ even assuming the existence of a relatively stable political 
regime, lies in the sense of poourty that its possession engenders in the r. 
a pitaic meceastty er eee Avion, "Aa and Latin Arion grt: 

tical stability essential tical stability Kaftioniie contentmen 
A Seigiy sare Soe eae eee oe of wealth. rime method of 

Nsing. wealth fo provided Wy the édlnadge and Weallabyltty Sf go metallie muoney 
among the population. “ 
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DANGER IN STATE HOARDS 


On the other hand, a secondary cause of political instability is the concentration 
OT ee Cree on ae Since the 
eS a principal lure of adventure and the spur to conquest have 
been the that sovereigns have stored up in the treasuries of their capitals. 
It was the prospect of the piled wealth of Persepolis that inflamed the soldiers 
of Alexander; it was the Peacock Throne and the treasures of gems and gold that 
the Moguls had collected in Delhi that incited Nadir Shah to the invasion of 
India; it was the wealth of the Aztecs and that of the Incas that spurred Cortes 
and Pizzaro to the conquest of the Americas. How much more secure are those 
nations whose sovereigns have wisely disseminated the forms and sources of 
wealth among all ranks of the population! 


SOUND MONEY AND POLITICAL LIBERTY 


Third, as I have already indicated, a metal coinage is a necessity for the political 
progress towards those ends of individual liberty, personal security, and representa- 
tive government, which constitute prime objects of our statecraft toward the 

ples of Asia, Africa, and Latin America. Political freedom implies economie 
freedoms Political freedom cannot exist in a society where a large part of the 
oa is both landless and propertyless. If distribution of wealth is to be 
achieved by evolutionary rather than by revolutionary means, if the.instruments 
u | are to be the possession of the people rather than of the state, then 
individuals must have the means of storing wealth in small amounts until they 
can employ it for the purchase of the more substantial capital goods. Metal 
coinage, and its free employment as a store of wealth, through hoards, provides 
the bridge by which individuals pass from a condition of destitution to one of 
possession, from vassalage to independence. 

A final factor in support of silver money in these regions is the inexperience of 
the governments of those areas recently released from colonial status, and the 
general incapacity of governments to operate a managed currency system which 
a gold-backed money requires. The fact that note-issue theory and practice are 
beyond their competence is no reflection on their intelligence. No government 
has succeeded for long in managing a paper currency ia the 300 years of Furopean 
experience with central banking, and questions of rote-issue and credit control 
are still among the most baffling abstrusities with which economists and states- 
men grapple. 4 

An argument offered against the use of silver in these areas is that their mone- 
tary systems must be uniform with those of the West. Such uniformity is neces- 
sary, it is argued, to avoid confusion of the exchange and the fluctuations in prices 
resulting from the varying value relationship between gold and silver. The argu- 
ment has most generally arisen from the export trade and banking commuvity, 
rather than from the vast and voiceless masses of people most directly affected. 
It is true that a uniform Banter stem, of either gold or silver, would better 
facilitate international trade an financial transactions, were the underlying 
livelihood activities of the peoples on such a uniform basis. But despite the 
great importance of the products of those areas to our economy, the correct policy 
must regard the necessities of the internal trade and livelihood of these countries. 
These activities demand what the people bave long used, that is, silver; silver is 
the only medium that is admirably suited to the level and requirements of their 
economy. The demonetizatior of silver disregarded this vast interest and neces- 
sity in favor of the exporter and the banker and deprived uncouoted millions of 
the services and utility ot good, unimpeachable money. Finally, if international 
trade is to be stimulated, it must be done by measures that stimulate and give 
confidence to individual productivity. Political and monetary decisions must 
be dedicated to the well-being of the peoples as individu rather than to 
theoretical requirements evolved in the counting rooms and the conterence 
rooms of the diplomatists. 

In any case, it is difficult to understand how the gold standard can be urged 
upon the peoples and governments of these regions as proper and conducive to 
their welfare when no country of the West has succeeded in maintaining its own 
economy on a gold standaré. 

The argument has also been made that the Congress, by its silver puke 
policy, fixed an unduly high price for silver in relation to the market, and thereby 

oreed other governments to abandon the use of silver as money. It is stated in 
particular that the silver purchases of this Government in the early thirties pro- 
duced a business depression in China and were a main factor in forcing that coun- 
try to abandon the silver standard for a so-called gold standard. 
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Such an argument is hard to follow, in view.of pe ublic action taken at about 
the same time to raise the monetary price of er e increase in the price of 
from $20.67 an ounce to $35 an ounce vor acy ppoenes has generally 
n explained as a necessity to stimulate econo nd defended as 6 
sianifeant means by which business revival was promoted. oye that 
led to an inerease in the price of gold as good monetary economics in 
ard country would indicate that an increase in the price of or oo not bad 
economics in a silver country. In any ease, since and silver, for 
centuries prior to the advent of fiat paper money and urrencies, moved 
in some correspondence, a rise in the price of silver following ig a meer interval 
a rise in the price of gold cannot be considered as mugual or u 





Carson Crry, Ngv., January 23, 1956. 
Hon. Paut H. Dovetas, 


Subcommittee on Federal. Reserve, Senate and Currency Commitice, 
Senate Office Building, Washington, D. pane 


As Governor of Nevada I strongly oppose enactment 8. 1427 as imposing serious 
threat net only to mining industry Nevada but.also other Western States, 
Cuarites H: Russxx1, 
Governor of Nevada. 


(A similar telegram was received by Senator Bible,. and. will be 
found in the files of the committee.) 
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MINE PRODUCTION OF SILVER IN THE UNITED STATES IN 1935 
PRELIMINARY ANNUAL FIGURES! 


{From Mineral Industry Surveys, U. 8. Benet MSN oe Reaerter, Bureau of Mines, Mineral Market 


Mine output of recoveraole silver was mee less (1 percent) in 1955 than in 
1954, according to the Bureau of Mines, United States ment of the Interior. 
No particular production trend was apparent. Among the principal silver- 
producing Sta Arizona, California, New Mexico, South Dakota, and Wash- 
ington scored gains in o} of 10, 194, 112, 2, and 85 nt, respectively. 
Drops of 18 and 12 percent were reported for Colorado an: Idaho, respectively. 
Production in Alaska and Utah was nearly the same. 

Idaho maintained its customary position as the leading silver-producing State, 
followed in order by Utah, Montana, and Arizona, the same since 1943. ‘These 4 
States accounted for 84 percent of the total United States silver production in 1955. 
About two-thirds of Idaho’s silver comes from ore of which silver is the principal 
product. Virtually all the remainder of the domestic silver output is recovered as 
a byproduct of base-metal ores and gold ores. 

his re which summarizes mine output for 1955 is part of the regular 
monthly silver mine production series. As preliminary figures for November and 
estimates for December are inclu ¢@ report serves for both these months and 
the next issue will be for January 1956. The following table and State reviews for 
1955 were obtained from eurrent panes reports of the regional offices of the 
Bureau of Mines, a procedure followed in the preparation of all the reports in the 
series. The figures are given in terms of recoverable silver content of ores and 
concentrates, 

Alaska.—The silver output of Alaska was slightly greater.in 1955 than in 1954. 
Nearly all the silver yield of Alaska was recovered as a emg of gold placer 
mining, mogly bucketline dredging, in the Fairbanks and Nome districts. 

Arizona,—Arizona’s production of silver rose 10 percent in 1955 over that of 
the preceding year. Virtually all of the State’s silver is recovered as a byprocuct 
of base-metal ores, chiefly copper ore, The gain in 1955 resulted from increased 
recovery at the major copper mining operations, while production from other 
sources remained relatively unchanged. 


California.—The silver ots of California was nearly threefold greater in 


1955 than in the earlier year, due mostly to reactivation by the Anaconda Co. of 
its Darwin group of mines in Inyo County, where silver is produced as a byproduct 
of lead-zine ores. 

Colorado.—The output of silver in Colorado in 1955 declined 18 pereent below 
the 1954 level, due largely to the burning of the Emperius Mining Co, mill in 
Mineral County in August and a full year of idleness at.Telluride Mines, Inc., 
i in San Miguel oe Most of the State’s silver was recovered as a 

roduct of base-metal ores. e Eagle mine in Eagle Mag shee the Treasury 
unnel-Black Bear operation of the Idarado Mining Co, in San Miguel County 
were among the leaders in silver output in 1955. 

Eastern States.—Silver uction in the Eastern States was 2 percent greater 
in ape — in er year. All of oe silver from this = was sopery’ 
as a byproduct t ore, zine-copper ore, and copper ore min 
in New York, Penneylvinela Tennessee, and Verrkann. : 

Idaho.— Despite a drop of 12 percent in silver output in 1955 compared with 
that of 1954, Idaho easily aetge kad its rank as the leading silver producer by a 
large margin. Approximately two-thirds of Idaho’s 1 silver output was 
recovered from dry silver eres and most of the remainder as a byproduct of lead- 
zinc ores. The ine group of silver mines in the Ceeur d’Alene region, 
Shoshone County, and the a op es d by the Sunshine Mining 
Co. accounted for a part of the State . Am other cers of 
importance were the Silver Summit and Bunker Hill -zinc mines, also jn 
Shoshone County. 

Missouri.—Silver is recovered in Missouri in the desilverizing of lead bullion 
derived from lead ores uted in the southeastern part of the State. The 
output of silver from source varies from year to year depending on how 
much of the lead is desilverized. The recovery of silver was 24 percent greater 
in 1955 than in 1954. 

Montana.— The oie Montana rose 13 patent in 1955 over that of 
the preceding year. The gain was due mostly to greater production at base-metal 


1 Prepared by J E. 5 under the supervision:of H. } Keiser, Chief, Branch of 
Rare and Prone Motels, Divito of Minories : : , ” : —" 
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mines in the Butte area which yield silver as a byproduct. The Trout and 
Scratch Awl mines in Granite County contributed substantially to the State total. 

Nevada.—The silver yield of Nevada advanced sharply (48 pércent) in 1955 
over the 1954 level. ost of Nevada’s silver was recovered as a byproduct of 
base-metal mining. However, the in 1955 reflected the reopening by the 
Bruhi Mining Co. of the Mohawk silver mine in Esmeralda County. 

New Mezxico.—Silver production in New Mexico was 112 percent greater in 
1955 than in the earlier year. The gain resulted mainly from higher prices of 
lead and zine that brought about resumption of operations at important eeaperties 

roducing these metals with silver as a byproduct, notably the Ground Hog and 
earney mines in Grant County. 

Oregon.—Nearly all of Oregon’s silveris recovered as.a byproduct of gold mining, 
and the 1955 output dropped 53 percent compared with 1954, reflecting the decline 
in gold production. The Buffalo lode-gold mine in Grant County accounted for 
most of the yield. 

South Dakota.—The entire silver canes A Sou Daketa resulted as a by- 
product of gold-mining operations ‘in cé County. The production of 
silver was 2 percent greater in 1955 than in the preceding year. 

Utah.—Silver production in Utah was slightly greater in 1955 than in the earlier 

ear, and once again Utah was second in silver output exceeded only by Idahe. 
Most of the State’s silver was recovered as a byproduct of base-metal mining, 
with the Bingham district supplying about. 71 percent of the total, the Park City 
region 15, and the Tintic district 10, The Utah Copper mine at Bingham was 
again the predominant producer. 

Washington.—The output of silver in Washington rose 35 percent in 1955 
compared with 1954, due mainly to greater production of byproduct silver from 
the Knob Hill mine (gold ore) in Ferry County, the Gold King mine (gold ore) 
in Chelan County, and the Holden mine (copper ore) in Chelan County. The 
Pend Oreille and Van Stone lead-zine mines in Pend Oreille and Stevens Counties, 
respectively, were among the larger producers. 
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Mine production of recoverable silver in the United States in 1956, by months ! 
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Total United States. ............... 


§ Alaska monthly totals based on mint and smelter receipts. 


1 Revised figures. 
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THE. SILVER MARKET IN 1955 
40th annual review compiled by Handy & Harman 
HIGHLIGHTS OF THE SILVER MARKET IN 1955 


Rigid price stability, which after more than 2 years had come to be considered 
as characteristic of silver, ended early in 1955. ‘The first price change in the 
New York market in 26 months took place on March 15. The withdrawal of 
the Bank of Mexico from the market ended the long period of stable prices. 
Increasing world demand brought about a moderately higher price level, but 
fluctuations took place within a fairly narrow range. 

Demand for silver in the United States increased in 1955. We estimate that 
the arts and industries consumed 100 million counces in the year just ended, up 
about 18 percent from 1954. The improvement was felt in all lines, but was 
particularly marked in the electrical electronic uses. 

World demand also inereased. Buying from London and the Continent, on 
top of the increased demand in the U States, absorbed available stocks and 
exerted steady pressure’on the price: We estimate that world consumption of 
silver in the arts and industries and for coinage (excluding United States coinage) 
increased about 26 percent over 1954. 

Sales to industry out of Treasury free silver stocks amounted to 10,300,000 
ounces. In spite of these free stocks amounted to 24,900,000 ounces at 
December 31 compared with 13,600,000 ounces at the start of the year. Returns 
of lend-lease silver by the Netherlands accounted for the increase. 

Stocks of the Bank of Mexico declined sharply in 1955. The amount of silver 
sold by the Bank of Mexico, together with that used for internal coinage, exceeded 
the amount the bank bought by 19,600,000 ounces. Stocks at the year end 
amounted to 16 million ounces and are all committed for future coinage re- 
quirements, 

The p for 1956 depend et on United States Government silver 
policies. If there is no change in present legislation, price fluctuations probably 
will be limited by the Treasury’s buying price of 90% cents for domestic produc- 
tion on one hand, and its selling price to industry on the other. However, if 


existing silver legislation is repealed, the a of silver would be determined 
e 


entirely by economic factors of supply and demand in a free market. 


_ REVIEW OF THE SILVER MARKET IN 1955 


Rigid price stability, which after more than 2 years had come to be considered as 
characteristic of silver, ended early in 1955. Demand for silver throughout the 
world increased substantially over 1954, and as a result the averaze price level was 
higher. Nevertheless, price increases were relatively moderate, and fluctuations 
took place within a fairly narrow range. 


Silver in the United States 


We estimate’ that the arts and industries in the United States consumed 100 
million ounces of silver during 1955. This was an increase of about 18 percent 
over 1954 and compares with an average of 99 million ounces for the past 5 years. 
The improvement over 1954 was felt in all lines, and was particularly marked in 
electri¢al and electronic uses. Demand remained relatively steady throughout 
the year with less than the usual seasonal variations, and the increased consump- 
tion of silver, both in this country and abroad, led to added activity in the market 
compan with previous years. 

there were 25 changesin the New York published price during 1955. 
The withdrawal of the Bank of Mexico from the market early in the year ended the 
long period of stable prices. However, the abandonment by Mexico of its previous 
policy of maintaining rigid stability was a result of fundamental developments in 
the silver market. is pertinent to review these developments and their effects in 
some detail. 

At the opening of the year there was no indication of any early price change. 
The published quotation in New York was 85% cents, and this rate had been in 
effeet since January 16, 1953. Supply and demand were in balance, and the Bank 
of Mexico maintained this balance by buying or selling to offset other variations. 
In February demand for industrial use and coinage began to show improvement, 
and of icular significance at this time were repo:ts that Saudi Arabia was 
negotiating a coinage order with Mexico. This order was actually completed by 
the end of February and amounted to 17,200,000 ounces. Furthermore, Western 
Germany, to which Mexico had made sul stantial sales in 1954, made new com- 
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mitments to buy at the rate of about 1,500,000 ounces.a'month. In addition, the 
Bank of Mexico received increasing orders from New York to augment the more 
regular sources of supply. . Trade dertvand fh the United States was improving, 
and at the same time sellers were receiving orders from the London market, 

On the afternoon of Friday, March 11, the Bank of Mexico announced that it 
did not have any more silver for sale. It was siated that official stocks had been 
sharply reduced and were down to about 11 million ounces, compared toe about 
35 million ounces at the first of the year, and that remaining supplies were 
to eover existing foreign commitments and internal coi uirements. ” 
next business day, \!arch 14, sellers in New York unde to fill domestic trade 
requirements at ai unchanged price, in spite of buying orders from. aoyend at 
higher levels. By the following day, however, the pressure of demand in- 
ereased. With the Bank of Mexico out of the market as aseller, buyers in Western 
Germany and in London turned to New York for their requirements. At the 
same time sellers were faced with an increasing leeal demand. A sharp price rise 
was the result, and on Mareh 15 the published rate adva 4% to 89% cents. 
This was the first price change in the New, York market in 26 months. 

A period of price uncertainty followed. After such a long time without . 
buyers and sellers had some difficulty in eset to the new situation, Initially 
the price rose to 89% cents and then reacted to 87 eents by April 4, It recovered 
again in May and by the 18th of that month reached 90.16 cents, at which level 
it is probable that some domestic produetion.was sold in the market rather than to 
. OaUTD As nigislenel quantities of Gomarie produation Mere: needed, 

uyers to pay a higher price to compensate extra transportati es 
from more distant delivery points. A seasonal drop in demand during Junc 
resulted in somewhat lewer prices; but the decline was temporary because strikes 
ereated an unexpected reduction in eubppiies. 4 

By the first week in July nearly all of the Gperations: of major, suppliers 
became strikebound. Accumulated stocks were rapidly depleted despite fact 
that many consumers’ plants were shut. for vacations. In a short time pope 
sellers were unable to supply the market with more than token amounts of silver, 
and the domestic trade had to turn to the Government for their requirements. 
Under the authority of the.act of July 31, 1946, the Treasury made silver available 
to qualified users on application at 91 cents per fine troy ounce at the New York 
Assay Office. The first. sizable purehase was made on July 18, although some pro- 
ducers with supplies still available anticipated this event by a few days and raised 
their selling price to conform to the Treasury selling parr, Therefore, the pub- 
lished price in New York reached 90% cents on July 15. The published price is 
the price for silver in unrefined materials and is one-fourth cent below the rate at 
which refined bullion is sold. . 


THE NEW YORK SILVER PRICE 
DURING 1955 
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For the next 4 months the Treasury Department was the dominant factor in 
the market. During this period the trade purchased some 10,300,000 ounces of 
Government silver, which was a substantial part of its requirements. Demand 
held at high levels, and producer supplies were limited. Even though the strikes 
were settled and operations were resumed in early August, the effects of the die- 
ruption delayed for some time a return to full production schedules. Meanwhile 
a steady demand from Europe continued, and increasing quantities of silver of 
foreign origin were sold to better advantage in Europe than in New York. Treas- 
ury silver is not eligible for export, but is available only to fill the needs of domestic 
industry; because of this the New York market for a time became partially 
isolated and was not directly influenced by occasional higher prices abroad. 

During August and September increasingly large purchases were made at the 
New York Assay Office, and this led to a change of Treasury policy relating to 
the sale of silver. With the New York Assay Office selling price at 91 cents, 
domestic silver refined on the west coast was still being delivered to the San 
Francisco Mint at the statutory buying rate of 90% cents, because the %-cent 
differential was insufficient to attract west coast silver to New York. This put 
the Government in the position of buying silver at San Francisco at the same time 
that it was selling it in New York and in effect absorbing transportation costs. 
On September 29 the Treasury announced that effective immediately an addi- 
tional 1% cents per ounce would be charged for sales at the New York Assay 
Office, this additional representing the cost of shipping silver by Railway Express 
from the west coast. Meanwhile, silver would still be available at 91 cents but 
only at the San Francisco Mint. 

his new Treasury policy created an unusual price situation in New York. A 
recent change in regulations, which had been effective for only some 3 months, 
for the first time permitted common carrier trucks to transport silver. The sched- 
uled rates on lots in excess of 10 tons made it possible to bring silver East at a cost 
well below the 1\%-cent rate charged by Railway Express. 

Buyers immediately made arrangements to take advantage of this, but the 
market did not at once reflect the saving, because the need for quick delivery 
made it necessary to continue buying from the New York Assay Office until silver 
could be obtained from San Francisco. Producer supplies temporarily became 
available at 92% cents, or one-eighth cent below the eRective ew York Assay 
Office price of 92% cents (91 cents plus 1% cents transportation), and the quotation 
on September 30 accordingly was published at 91% cents. However, on October 
11 it again became necessary to buy from the New York Assay Office, and on that 
day the published price went up to 92.cents. This proved to be the high for 1955, 
and indeed the highest recorded price in New York for 35 years. 

The first shipment by truck from the San Francisco Mint arrived in the East 
on October 19, and that day the price dropped to 91% cents, reflecting the trans- 
portation saving. Continuing dhignhente of Treasury silver from San Francisco, 
together with gradually improving connie from regular sources, served to sta- 
bilize this price for the next several weeks. 

During the latter part of November there was a marked decline in trade demand. 
With producer supplies increasing, the price became weaker and dropped rather 
sharply, reaching 90 cents by November 29. This ended that phase of the mar- 
ket’s history which was dominated by the United States Treasury selling price, 
and again brought about a period of moderate fluctuations. Prices became 
quite sensitive to daily changes in the relationship between the market’s needs 
and the producers’ supplies. For the most part foreign silver alone was inade- 
quate, and the need to bring varying amounts of domestic silver into the market 
resulted in rather frequent price changes around the Treasury buying price of 
90% cents. At the year’s end the published quotation stood at 90% cents. 

Legislative developments were of particular significance to silver in 1955. 
On March 14, during the Ist session of the 84th Congress, a bill, 8. 1427, was 
introduced jointly by Senators Green and Pastore of Rhode Island, Senators 
Bush and Purtell of Connecticut, Senators Kennedy and Saltonstall of Massa- 
chusetts and Senator Douglas of Illinois. This bill, which provides for the repeal 
of existing silver legislation, was referred to the Senate Committee on Banking 
and Currency, which in turn referred it to. the Subcommittee on the Federal 
Reserve, of which Senator Douglas is chairman. This closely parallels the 
history of similar legislation introduced in the previous Congress on which no 
action was taken. In this instance, however, hearings were held by the subcom- 
mittee on July 13, 18, and 25, at which testimony was received from the Treasury 
Department, the Department of Commerce, the Bureau of Mines, the Federal 
Reserve Board, as well as certain economists and interested proponents from 
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industry. Further hearings are scheduled to be held in January 1956 to receive 
testimony from representatives of the silver-producing industries. The ultimate 
recommendation of the subcommittee and the final decision of Congress on 8. 1427 
will be of major importance to the silver market in the coming year. 


United States imports continue to decline 


We estimate imports of silver into the United States during 1955 at about 
83,800,000 ounces, a decline of 8.2 percent from 1954, and about 15 percent from 
1953. Imports from the Western Hemisphere of 59,600,000 ounces were down 
21 percent from the previous year. The most significant differences were in 
Mexico, from which nearly 28 percent less silver was received in 1955 than in 
1954, and Peru, which also shipped about 28 percent less than in the previous year. 

Outside of the Western eh the largest shipment was 18,200,000 
ounces from the Netherlands, but this silver represen returns against lend- 
lease, and therefore did not constitute a part of market supplies. All other 
countries accounted for 6 million ounces, of which we estimate that 3 million 
ounces originated in the form of Saudi Arabian silver coin. Because of the fact 
that the bullion value exceeded the face value of these coins, there has been a 
steady flow into the New York market, as well as other centers, throughout the 
year. 


SILVER IMPORTS—EXPORTS 
In Millions of Ounces 


1951 1952 1953 1954 1955 
Gi imports WB Exports (_) Net Imports 


Total exports for 1955 amounted to an estimated 4,400,000 ounces. Mexico 
received 1,500,000 ounces, but this represented a return of some of the stocks of 
the Bank of Mexico already in New York and accumulated in prior years. About 
1,500,000 ounces were exported to Western Germany, some 700,000 ounces to the 
United Kingdom and about another 700,000 ounces to all other countries. 

After adjusting for the amount received from the Netherlands against lend- 
lease and the amount returned to Mexico, estimated net imports available for 
consumption were 62,700,000 ounces. Additional supplies were obtained in 
pers from domestic production, in part from the Treasury and in part from sales 

y the Bank of Mexico out of stocks already in New York. 


Treasury silver 


Treasury free silver stocks increased during 1955 in spite of Government sales to 
industry of some 10,300,000 ounces. At December 31, 1955, these stocks amounted 
to 24,900,000 ounces compared with 13,600,000 ounces at the start of the year. 
The increase resulted from returns by the Netherlands against their lend-lease 
account. A total of about 23,200,000 ounces of such returns were credited in 
1955. Actually about 11 million ounces were shipped in 1954, but not credited 
until the next year. We estimate that total shipments in 1955 amounted to 
about 18,200,000 ounces, of which about 6 million ounces had not been credited 
by the end of the year. 


ARGS ENTREES 
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TREASURY FREE SILVER STOCKS 
In Millions of Ounces 
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Other silver transactions of the Treasury resulted in a decrease in stocks, both 
in bullion and coin, of 4,800,000 ounces during 1955. Increases in monetized 
bullion of 18 million ounces and in free stocks of 11,300,000 ounces were offset by 
a 10,900,000-ounce decrease in silver dollars and a 23,200,000-ounce decrease in 
subsidiary coin. Silver outside the Treasury increased by 38,900,000 ounces, made 
up of a 29,400,000-ounce increase in subsidiary coin, and a 9,500,000-ounce increase 
in silver dollars. 

During 1955, the Treasury received, under the act of July 31, 1946, some 
22,800,000 ounces of newly mined domestic silver, and sold to industry under the 
same act 10,300,000 ounces as noted above. Of the sales, 7,800,000 ounces were 
delivered at the New York Assay Office, and 2,500,000 ounces at the San Francisco 


Mint. During the year the mints processed 8,200,000 ounces into subsidiary 
coin. ° 


Lend-lease silver 


The Netherlands continued to make returns of silver against their lend-lease 
account. We have already noted that 11 million ounces were shi, ped in 1954 
and an estimated 18,200,000 ounces in 1955. This leaves about 27,50U,000 ounces 
still to be shipped of the original debt of 56,700,000 ounces. It appears probable 
that — arrivals from the Netherlands will continue until their account has 
been cleared. 


The following table shows in detail the amounts owing at December 31, 1955. 
The figure for the Netherlands still includes 6 million ounces which have actually 
arrived, but have not yet been credited. 


Country: 
India and Pakistan 
United Kingdom 
The Netherlands 
Saudi-Aramee.”_. . . cee - coe - ae. . ba ae - dc ; 
Australia 


Fiji Islands -- 


WORDLE ue i See <d ~<p eo ee. ui i ais th a. 


Under the terms of the lind Sesion agreements, all of the silver is due for repay- 
ment by April of 1957; except that in the cases of Ethiopia, Saudi Arabia, and 
100 million ounces of India’s obligation an extension of 2 years is permitted by 
mutual agreement. Such extension, therefore, could apply to 127,700,000 ounces 
in all or nearly one-third of the total still open. 


Developments in Mexico 


The basic change in the silver policies of the Bank of Mexico which took al 
early in 1955 has tended to divert attention from that country. Nevertheless 
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developments in Mexico are important, and the transactions of the central bank 
represent a fundamental part of this review. 

Total silver acquisitions by the Bank of Mexico, both in bullion and demonetized 
coin, amounted to about 23,700,000 ounces during the year. Total sales, together 
with silver used for internal coinage needs, amounted to about 43,300,000 ounces 
Official stocks accordingly decreased by some 19,600,000 ounces and have been 
reported at about 16 million ounces at the year’s end. Acquisitions included 
18,600,000 ounces purchased out of Mexico’s own silver production, 1,800,000 
ounces of demonetized coin bought from Honduras, and 3,300,000 ounces obtained 
through withdrawals from circulation of demonetized Mexican coins. Disposals 
included 17,200,000 ounces sold to Saudi Arabia, 9,200,000 ounces sold either 
directly or indirectly in the New York market (of which about 6 million ounces 
were already in storage in New York), 13,900,000 ounces sold to Western Germany, 
and smaller sales totaling 700,000 ounces to other countries. In addition, 2,300,000 
ounces were used for Mexico’s internal coinage requirements. 

Aside from the transactions handled through the Bank of Mexico, an increasing 
quantity of silver was sold to European countries directly by the producers in 
Mexico. Most of Mexico’s output continues to be ship to the United States, 
but sales were made during the year to London and the Continent, as well as 
countries in South and Central America, because of the economies realized by 
direct shipment from Mexican ports rather than from New York. Statistics are 
still incomplete, but based on such information as is available, we estimate that in 
addition to the transactions of the Bank of Mexico about 3 million ounces were 
exported to countries other than the United States. 

urning now to Mexico’s silver coinage program, it will be recalled that the 
devaluation of the peso in 1954 increased the value of the silver content of the 
coins then being minted to more than their face value, and further distribution 
of such coins was discontinued at that time. A new issue of silver coins was 
authorized in September 1955, consisting of 2 denominations, one of 5 pesos 
and one of 10 pesos. The 5-peso coin weighs 18.055 grams 720 fine and contains 
0.418 troy ounces of silver. The 10-peso coin weighs 28.888 grams 900 fine and 
contains 0.836 troy ounces of silver. Altogether the Mexican Mint consumed 
2,300,600 ounces of silver in 1955 in the minting of these coins. According to our 
information, this program will be intensified and is expected to consume about 
18 million ounces in 1956. If so, then it is apparent that the Bank of Mexico’s 
present stocks, together with expected receipts of demonetized coin, will be fully 
committed. 


London demand higher 


Consumption in the arts and industries in Great Britain amounted to about 
14 million ounces in 1955, of which about 1 million ounces were exported in partly 
or fully manufactured form. This was about 15 percent more than in 1954. 
Demand in the so-called exportable market also increased. The term “‘export- 
able” refers to silver originating in Commonwealth or other “soft currency’’ 
countries, which may be exported without restriction. In contrast, silver pur- 
chased from the “dollar area’’ may be used only for approved purposes. 

Imports into Great Britain amounted to about 26,900,000 ounces for the first 
11 months of 1955, the latest date for which figures are available. This does not 
include imports of silver coin for which statistics are not published. About 
8,200,000 ounces were imported from “dollar area’’ countries including the United 
States, Canada and Mexico. Some 9,200,000 ounces arrived from Russia during 
the first 11 months of 1955, about equal to the amount received in 1954, Australia 
shipped 5,900,000 ounces, and all other countries together accounted for 3,600,000 
ounces. 

Exports totaled about 10 million ounces during the first 11 months of 1955. 
The largest buyers, as in previous years, were France and Italy, to which 3,500,000 
ounces and 1,700,000 ounces respectively, were lores. Approximately 1,500,000 
ounces were exported to Portugal, about 900, ounces to Germany, some 
1,400,000 ounces to Scandinavian countries and the balance of 1 million ounces to 
various other countries. 

peer) year the price of silver for prompt delivery in London varied between 
a low of 73% pence per ounce on February 1, and a high of 80}, pence on October 
12, equivalent respectively to 85.58 cents and 93.35 cents per ounce at the ex- 
change rates prevailing on those dates. In general, quotations paralleled those 
in New York, but fluctuated independently to some extent depending on local 
conditions. An element of stability was introduced by the policy of the Bank of 
migest of lending silver to the market to relieve temporary shortages of spot 
supplies. 

As regards lend-lease, official information is still lacking. The Bank of Eng- 
land received an estimated 10 million ounces in 1955 through withdrawals of 
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demonetized silver coin, and reports indicate that in addition some 6 million 
ounces were purchased in the market, largely during the early part of the year 
when most of the Russian sales were negotiated. It is probable that Great 
Britain now has on hand all or nearly all of the entire amount necessary to repay 
its full obligation of 88,100,000 ounces. This being so, it seems reasonable to 
expect that purchases by the Bank of England will be of much less significance 
in the market during the coming year. 


Indian demand remains low 


Consumption of silver in India remained below normal and once again amounted 
to only about 3 million ounces in 1955. In this regard the following quotation 
from a recent letter from Bombay is of interest. ‘‘One of the major factors for 
this low consumption of the white metal would appear to be the land reform 
legislation in the country. The actual tiller of the soil has been given the option 
to buy the land he tills and in order to exercise this option he is obliged to pay a 
certain percentage of the cost of the land in cash. It is a well-known fact that 
the Indian farmer’s first choice for investing his surplus cash is land and the 
second choice is bullion. When land is available it is but natural that he invests 
as much as he can in it and one can aaneneny expect that unless there is a further 
sharp inerease in the amount of surplus cash in the hands of farmers, they will 
continue to pay greater attention to land than to bullion.” 

In spite of the shift of demand to land rather than silver, it is still highly prob- 
able that consumption was further restricted by the continuing official prohibi- 
tion on imports, as evidenced by the fact that at times prices were considerably 
higher than in other centers. Quotations in the Bombay market ranged from 
a low of Rs. 153-2 per 100 Tolas on January 6 to a high of Rs. 176-9 on November 
28. These rates are equivalent, with the rupee valued at 21 cents, to about 
85% cents and 98% cents per ounce respectively. At the close of the year the 
price was Rs. 171-8, equivalent to about 96 cents per ounce, 

Concerning lend-lease, it will be recalled that a new Government refinery in 
Calcutta is under construction and will be used to refine the demonetized coin of 
which sufficient is now on hand to repay India’s entire obligation. We are told 
that this refinery is expected to be completed by the end of 1956, but until actual 
operations are underway there is no way of estimating how fast the refined silver 
will become available for return to the United States. 


Summary of world production and consumption 


We estimate that production of silver throughout the world in 1955 totaled 
about 203,700,000 ounces. This was slightly less than was produced in 1954. 
In the Western Hemisphere, Mexico recovered somewhat from the relatively low 
figure in the previous year, and at 45 million ounces showed an increase of nearly 
13 percent, The United States and Canada both produced somewhat less than in 
the previous year, which offset the gain for Mexico. 


WORLD PRODUCTION AND 
CONSUMPTION OF SILVER 


In Millions of Ounces 


1951 1952 1953 1954 1955 
BB Production Bi consumption 
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World consumption in the arts and industries increased nearly 18 percent over 
1954. The amount used in coinage, on the other hand, dropped substantially so 
that total consumption of silver throughout the world decreased slightly. How- 
ever, the biggest decline was in the amount used by the United States for coinage, 
which had no effect on the market. Coinage requirements of other countries, 
which for the most part were supplied from the market, increased by about 
16,800,000 ounces. 


Prospects for 1956 


Events of the year just ended have emphasized the degree to which govern- 
mental policies determine the price of silver. In past years the Bank of Mexico 
was the dominant influence. uring 1955 attention shifted to the United States 
Treasury Department. Mexico no longer provides the key to immediate market 
prospects; rather we are now primarily concerned with the future policies of the 
United States, for these policies will have a vital influence on silver in the coming 
months. 

We expect that world demand will continue at or near present relatively high 
levels, and there is no indication of any important change in the supplies available 
from new production. Aside from new production, known accumulated stocks 
in the hands of foreign governments, other than those to be used for repayment of 
lend-lease obligations, consist principally of some 60 million ounces held by Japan, 
and a substantial, but unpublished, quantity held by Spain. In the case of Japan, 
it is generally believed that ultimately its stock will be sold, although there have 
been reports that a silver coinage program has been proposed. We do not believe 
that this silver will be available before the latter part of 1956, if then. Regarding 
Spain, we understand that no sale is contemplated and therefore do not consider 
that Government’s stock as a source of supply. As already noted moderate 
quantities of Saudi Arabian silver coin came into the market during the year. 
Inasmuch as Saudi Arabia has purchased some 60 million ounces for coinage over 
the past 5 years, this would seem to constitute a somewhat variable source of 
supply depending upon prevailing price levels. 

If we assume that there is no change in the silver policies of the United States, 
then it would appear that fluctuations will tend to be limited by the Treasury buy- 
ing price of 90% cents per ounce for domestic production on one hand, and its 
selling price to industry on the other. The Treasury’s present established selling 
price is 91 cents for delivery at the San Francisco Mint, and 91 cents plus 1 
cents transportation, or effectively 92% cents, at the New York Assay Office. 
This price is subject to change at the discretion of the Secretary of the asury. 

If, on the other hand, 8. 1427 becomes law and existing silver legislation is 
repealed, the United States Treasury will no longer be obliged to buy silver pro- 
duced in the United States and will have no cutesy to sell silver to industry, 
except at the monetary rate of $1.29 per ounce. The transfer tax on profits made 
in trading in silver, which has discouraged speculation, will be eliminated. 

Under these circumstances the price of silver would be determined by economic 
rather than political factors. It would probably fluctuate more frequently and 
more widely than it has in the past, because the buying of domestic production 
and the selling of silver to industry by the United States Treasury has had the 
effect of limiting the range of price mane. Without Treasury influence the 
price would probably drop to lower levels ae periods of light demand and rise 
to higher levels during periods of heavy demand. 
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Imports of silver into the United States 


{In millions of ounces] 


| 
| 1955 (es- | 


| timate) | 14 





$= 


eo} coOnnee onevow 
ia] 


Mexico. - -.. 

Peru. 

Bolivia... 

Cuba-....-- npoveb«o--<->4bute<--aheee | 

Other Western Hemisphere countries 
Total Western Hemisphere __ ......--...-- am | 

The Netherlands 

United Kingdom --.--- PMO oR) WARAS 

Other European countries. -.-.....--- 

Japan 

All other countries 


S, SPSS 
Bass 


bo ener ww | CWB Qenw 


| 
| 


—ss 
of) PEPers | 


| S| me. eSes 
Plo. =e 


1 OO | SOOM Oo~I0 


=wn S 


— 


er. 


~ . 





_n CON» wm wore So 
oe 


Total imports. 


oc 
= 
~ 
- 
_ 
N 





Exports of silver from the United States 


[In millions of ounces} 








United Kingdom 
Western Germany. 
All other countries. 


Total eumare. SAMs 4 --- ade. k ties. | 


World silver production 


{In millions of ounces] 





1955 


= 





o- 


oe san 


or wwn~ co 
an BRSS 


S| 88 | ~: 


N 
= 
a 
eo 
_ 
= 
oo 


woe ene. 





Total Western Hemisphere 
Outside the Western Hemisphere... ._. 


World production 


| w 
BE) on RBSE 
an onror om 


| 


3) RB | op BNES 
Nn on aanonoo 








REPEAL OF SILVER PURCHASE ACTS 


World silver consumption 


{In millions of ounces] 
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REPEAL OF SILVER PURCHASE ACTS 


SILVER 


By James E. Bell ' and Kathleen M. McBreen ” 
Se 


ITH A DROP of 5 percent in 1953 compared with 1952, the 

United States mine production of recoverable silver declined for 

the third successive year. The 1953 output—37,571,000 fine 
ounces—was 64 percent above the wartime low in 1946 but 43 percent 
below the average for the 5 years 1936-40. The drop in 1953 was 
explained largely by lower prices for lead and zinc that closed or cur- 
tailed operations at some mines producing these metals with silver 
as a byproduct. 

Idaho continued its rank as the leading silver-producing State, 
followed by Utah, Montana, and Arizona, an order unchanged since 
1943. These 4 States furnished 86 percent of the domestic silver 
output in 1953. Nearly 61 percent of the Idaho production was 
recovered from dry ores mined principally for silver, but most of the 
rest from the 4 leading States was byproduct silver from ores mined 
chiefly for base metals. Approximately 98 percent of the total 
domestic silver output was recovered in smelting ores and concentrates. 


TABLE 1.—Salient statistics of silver in the United States,’ 1944-48 (average) 
and 1949-53 


( coteen 1952 1953 


Mine production, | | 
unces 42, 459, 014| 2 39, 764,932} 39, 452,330} 37, 570, 838 


produced (short tons): 

2,606,202) 2,339,160) 2, 198, 688 

Gold-silver ore_.. 393, 425 368, 184 237, 211 81, 658 

Silver ore . 492, 143 502, 208) 555, 050 
Percentage derived from— 

Dry and siliceous ores_ 32| 31) 29 

68 69) 71 

@) (4) } @) 

| 

110, 000, 000} 105,000,000; — 96, 500,000) 106, 000, 000 

. $110, 035, 107) $103, 468,510) $67, 296,379; $95, 103, 962 

Exports $23, 281,043) $6,201,874) $8,590,185) $4,921,285) $8, 426, 910 


Monetary stocks (end of 
1, 978, 000, 000/1, 983, 000, 000) 1, 965, 000, 000) 1, 938, 000, 000'1, 926, 000, 000 
’ $0.905-+| $0.905+)  $0.905+| $0. 905+ $0. 9054 
World production, i | 
ounces (estimated) -___. .|164, 840, 000) * 179, 200, 000) 2 203, 000, 000) 199, 100, 000) * 216, 800, 000) 216, 400, 000 
| } 





'! Includes Alaska. 

2 Revised figure. 

* Less than 0.5 percent. 

*‘ Owned by Treasury Department; privately held coinage not included. 
’ Treasury buying price for newly mined silver. 


' Commodity-industry analyst. 
? Statistical clerk. 
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Outside of the United States the production of silver was 1 percent 
greater in 1953 than in the preceding year; drops of considerable size 
in some of the principal silver-producing countries were more than 
offset by gains in others. The world production of silver in recent 
years has remained well below the average prewar rate. 

The United States Treasury buying price for silver mined domes- 
tically after July 1, 1946, continued unchanged at $0.9050505+ per 
fine troy ounce. The New York price for silver ranged narrowly from 
$0.8325 to $0.8525 per ounce during 1953, and the New York market 
continued to represent the basis for dealings in silver throughout 
most of the world. Transactions in the London and Bombay silver 
markets remained subject to Government controls. Demand by 
governments for silver for coinage was approximately 74,800,000 
ounces in 1953 compared with 104,100,000 ounces in 1952: Con- 
tinuing a trend that resumed in 1946, the net inflow of silver into the 
United States was maintained in 1953; however the excess of imports 
over exports was 39 percent greater in 1953 than in 1952. 

Legislation proposed in 1953 included a bill providing for a return 
to a bimetal standard and a bill to repeal all silver purchase acts. 
The Congress took no action on either bill. 


DOMESTIC PRODUCTION 


Production of silver in the United States is measured at mines and 
refineries. Both measures are tabulated by States of origin, but 
there is a smal] variation in them that is explained largely by time 
lag. Over a period of years the deviation is found to be small. Com- 
pared with the mine reports compiled by the Bureau of Mines, the 
refinery reports compiled by the Bureau of the Mint in cooperation 
with the Bureau of Mines for the 49 years 1905-53 show a total excess 
of silver of 16,375,313 ounces (a difference of 0.63 percent). 

There is no record of the silver production of the United States 
before 1834, but it is known to have been insignificant. Approxi- 
mately 750,000 ounces of silver was recovered between 1834 and 1858, 
mostly from bullion produced in the Southern Appalachian and 
California gold districts. The advent of the United States as a major 
silver producer dates, however, from discovery of the Comstock lode 
in Nevada in 1859. Data, by 5-year periods, on the domestic silver 
production from 1834 to 1953 are presented in table 3. 


TABLE 2.—Silver produced in the United States,! 1905-53, according to mine and 
mint returns, in fine ounces of recoverable metal 


1 Includes Alaska. 
? Revised figure. 
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TABLE 3.—Mine production of silver in the United States by 5-year periods, 
1834-1953 ! 


| Average annual 
production, 
fine ounces 
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| Merrill, Charles White, Economic Paper 8, Bureau of Mines (1930), Summarized Data of Silver Produc- 
tion. (Table 2 of this paper brought to date.) 


MINE PRODUCTION 


The domestic mine production of recoverable silver declined in 1953 
for the third successive year. The drop in 1953 was general in all 


the prmcipal silver-producing States except Montana; it was attrib- 
uted in large part to lower prices for lead and zinc, which caused a 
decline in activity at many mines that produce these metals with 
silver as a byproduct. The rate of silver production in the United 
States is far flee the prewar average. 

All tonnage figures used in this section are short ‘tons of 2,000 
pounds ‘‘dry weight”; that is, they do not include moisture. The 
unit weight for silver is the troy ounce (480 grains). The totals are 
calculated upon the basis of recovered or recoverable silver shown b 
assays to be contained in ore, bullion, and other material ioeed 

Virtually all the silver produced in the United States is obtained 
from lode deposits, mainly from underground operations; in addition 
to those worked principally for the precious metals, they include 
those that yield ore valued chiefly for copper, lead, zinc, or other 
base metals but that contribute silver as a byproduct. Around 0.1 
percent of the current domestic silver output is derived as a byproduct 
of gold placer mining. With respect to data on production, as far 
as possible, the mine unit used is not the operator but the mining 
claim or group of claims. 
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TABLE 4.—Mine production of silver in the United States! in 19538, by months 


} | 
| Fine ounces i} Fine ounces 
| 














MILLION FINE OUNCES 








Figure 1.—Mine production of silver in the United States, 1949-53, by months, 
in terms of recoverable silver. 


PRINCIPAL MINING DISTRICTS AND LEADING MINES 


The leading silver-producing districts in the United States for 
many years have included many better known for base-metal output 
than for silver yield, and this situation prevailed again in 1953. For 
over a decade the leaders have been, in order, the Coeur d’ Alene region 
in Idaho, the Summit Valley (Butte) district in Montana, and the 
West Mountain (Bingham) district in Utah; these 3 districts produced 
66 percent of the domestic silver output in 1953. 





en 
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Of the 25 leading domestic silver-producing mines in 1953, only 5 
depended exclusively on silver ore; ores with values chiefly in copper, 
lead, zine, and gold supplied most of the silver production. The 8 
leading mines (each producing over 1,000,000 ounces of silver in 1953) 
contributed 56 percent of the United States total output; the entire 
25 leading mines contributed 81 percent. As several operators worked 
more than one of the leading silver mines, as well as some smaller 
mines, the output of silver by companies was substantially more 
concentrated than by min:s. 


TABLE 5.—Mine production of recoverable silver in the United States, 1944-48 
(average) and 1949-53, by districts and regions that produced 200,000 fine 
ounces or more during any year (1949-53), in fine ounces 


1944-48 | | 
District or region (aver- | 1952 1953 
age) 


Coeur d’ Alene ae 15, 056, 131)13, 639, 808/13, 752, 081) 13, 636, 680 
Summit Valley (Butte) - -_- 6, 121, 264| 5, 950, 647) 5, 514,330) 6, 289, 415 
West Mountain (Bingham) - - 968 4, 963, 586) 4,923,249) 5,338,291) 5,027,419 
Warren (Bisbee).........-..- | i | 1,079, 311] 1, 292, 719) 1, 242, 935) 1, 266, 153 
OOSB. pi ains- cspitsatnbotas i 637, 306 482 600,440; 570, 595 (4) 
Park City region Utah 1, . | 952,632) 1,131,360 861, 563 
Upper San Miguel 819 730,860! 621,257) 764,478 
Pioneer (Superior). _......- 300, 746 529,186} 581,952) 2 606, 563) 
= d 928; 581,351; 701,973) 636, 812} 581, 699 
ed i 
216, 580} 669,461) 412,788; 348,090) 
Tintic..._- Utah... 312} 914,150} 924,722) 944,818} 666, 345 
Warm Springs. be 468,302} 502,973) 560,363) 630,886 
Ajo i , , 471, 134 | 437,675| 450,303 
| 7 606, 111) | 612,336) 402, 593) 
enci). | 


| ' | 
Southeastern 123, 413! | 184,424) 517, 432) 
708, aid | 415,622) 425, 475) 








Mineral Creek (Ray) 33, 643 34, 514 172, 765 214, 030 
Chelan County 113, 155} * 241, 935 
Flint Creek 82,033} 233,799 
Rush Valley Utah ( 189,110} 179,401 
California (Leadville) ) 272,352; 2322, 000 
da 236, 652 174, 219 

ie » 193, 419 136, 072) 
Animas 539, 415, 876) 321,308) 
; 306, 236| 





Verde (Jerome) 
Pima (Sierritas, 
Twin Buttes). 








; ro withheld to avoid disclosure of individual company operations. 
3 Chelan and Ferry Counties combined in 1952 and 1953 to avoid disclosure of individual company output. 


* Combined wi Chance and Henderson districts in 1953 to avoid disclosure of individual company 
output. 
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ORE PRODUCTION, CLASSIFICATION, METAL YIELD, AND METHODS 
OF RECOVERY 


Tables 8 to 13 give details on classes of ore, metal yield in fine 
ounces of silver to the ton, and silver output by classes of ore and by 
methods of recovery, embracing all ores that yielded silver in the 
United States in 1953. These tables were compiled from the individ- 
ual State chapters in Volume III, Minerals Yearbook, in which 
more detailed data are presented. Details of ore classification are 
given in the Gold chapter of this volume. 

The lead, zinc, and lead-zinc ores in most districts in the States east 
of the Rocky Mountains carry no appreciable quantity of silver; such 
ores are excluded from this report unless otherwise indicated. 


TABLE 8.—Ore, old tailings, etc., yielding silver, produced in the United States 
and average recoverable content, in fine ounces, of silver per ton in 1953! 


Gold ore Gold-silver ore Silver ore 


Average Average Average 


ounces of ounces of ounces of 
Short tons | siiver per | Short tons | siiver per| Short toms | cyvor per 


sate and Alaska: 


Nevada 

New Mexico 

Oregon 

South Dakota---.........- 
Utah 


Lead ore 


Average Average Average 


Short tons a Short tons er aet Short tons 
ton 


See footnotes at end of table. 
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TABLE 8.—Ore, old tailings, etc., yielding silver, produced in the United States 
and average recoverable content, in fine ounces, of silver per ton in 1953 '—Con. 


Zinc-lead, zinc-cop- 
Zinc ore per, and zinc-lead- 
copper ores 


a Ayeram, 
ounces 0 ounces 0 
Short tons silver per Short tons silver per 


Western States and Alaska: 


sskeene 
S2E 9383 
Ff... ornare. 
SRESSSSSSSSES 


1 Missouri excluded. 

2 Includes copper precipitates. 

3 Includes metal recovered from tungsten ore or tungsten tailings. 

‘ Includes metal recovered from manganese ore. 

§ Includes copper precipitates and old slag. 

* Includes 4,637 ounces of silver recovered from 4,353 tons of blister co: 


pper. 
' Includes 34 tons of lead ore containing 802 ounces of silver produced in 1952 and shipped in 1953. 
* Includes 75,664 tons of old zine slag. 


* Includes 28,089 tons of old zinc slag. 

® Includes 20,143 tons of old zine slag. 

1! Combined with lead-zine ore to avoid disclosure of individual output. 
12 Includes gine ere to avoid disclosure of individual output. 

4 Excludes magnetite-pyrite ore and gold and silver therefrom. 


TABLE 9.—Mine production of silver in the United States,’ 1944-48 (average) and 
1949-53, by percent from sources and in total fine ounces 


Placers | Dry ore pa Lead ore | Zinc ore 


AAWRON 


' Includes Alaska. 
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TABLE 10.—Mine production of silver in the United States in 1953, by States 
and sources, in fine ounces of recoverable metal 


| | Zine-lead, 
| ™ zine-cop- 
Placers| Dry ore no Zin per, and 


386 199 
19 215, 537 |3, 168, 762 
7, 36, 715 
245 562, 300 
8, 883, 613 
Illinois ....... lial aati tte 
Missouri 


: e070 086 
205, 309 
35, 398 


Pennsylvania... ...-...- 
South Dakota_......_- 
Tennessee -| 
Utah. 


Virginia 
Washington 
Wyoming. 


Includes metal calovendll from aie ore or mem ane 

2 A little silver recovered from lead-copper ore from 1 mine included with that from lead ore. 
3 Includes metal recovered from manganese ore. 

4 Includes 4,637 ounces of silver recovered from 4,353 tons of blister copper. 

5 From magnetite-pyrite ore. 

® Combined with lead-zinc ore to avoid disclosure of individual output. 

7 Includes zinc ore to avoid disclosure of individual output. 


TABLE 11.—Silver produced in the United States from ore and old tailings, in 
1953, by States and methods of recovery, in terms of recoverable metal ! 


Ore and old tailings to mills 


Crude ore to 
Concentrates smelted 
and recoverable smelters 


Short Fine 
tons 


Western States and Alaska: 
Alaska 


” 
~ 
~ 
ao 
to 


35 § 
4 727, 198 |1, 452, 476 
12, 307 | 315, 735 
504, 555 
233, 352 
289, 129 
188, 149 
45, 444 


sia | 
SSess 
523 

Egs 


§ 
SReS5E5 


PBs. 
5E2-5 
W2282 
BEEEE 
EEE 


039, 853 |1, 542, 719 13, 895, 942 


1 Missouri excluded. 
5 en Sees years that produced 124 ounces of silver shipped in 1953. 
+ Excludes 3,576,794 tons of ore leached from which no silver was recovered. 
4 Includes a precipitates. 1 Includes 20,143 tons of old zinc slag. 
«fence 064 4. Tochodeumatertal chanethes ane 
‘ cludes 75, tome of 8 sine dias. sylvania. classified as fluorspar 
1 Includes 28,089 tons of old zinc slag. ore mined in Illinois and Kentucky. 
§ Excludes manganese ore. 
* Includes copper precipitates and old slag. 
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TABLE 12.—-Silver produced at amalgamation and cyanidation mills in the United 


States and percentage of silver recoverable from all sources, 1944-48 (average) 
and 1949-53 ! 


Bullion and pre- 


cipitates recover- Silver from all sources (percent) 
able (fine ounces) 


Amal- - 


Cyani- Cyani- i, ‘ 
dation iSmelting?} Placers 


838858 


! Includes Alaska. Llinois, ee and Missouri excluded, 1944-46; Missouri excluded, 1947-53 
2 Both crude ores and concentrates. 


TABLE 13.—-Silver produced at amalgamation and cyanidation mills in the United 
States in 1953, by States 


Amalgam- | Cyanida- | Silver from all sources 
ation tion in State (percent) 


Bullion 

Bullion and pre- } 
recoverable; cipitates | Amalgam-| Cyanida- 
(fine recoverable ation 


Western a and Alaska: 
Alas 











' Less than 0.01 percent. 


REFINERY PRODUCTION 


Table 14 contains official estimates of production of silver in the 
United States, made by the Bureau of the Mint, based upon arrivals 
at United States mints and assay offices and at privately owned 
refineries. The mints and assay offices determine the State source 
of all newly mined, unrefined material when deposits are received. 
The State source of material received b y privately owned refineries is 


determined from information submitted by them and by intervening 
smelters, mills, etc., involved in the reduction processes. 
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TABLE 14.—Silver refined in the United States, 1944-48 (average) and 1949-53. 
and approximate distribution by source (State), in 1953 


- {U. 8. Bureau of the Mint] 
State or Territory: Fine ounces 
1944-48 (average) 
9 


Pennsylvania 
South Dakota 
I Sone ee ee Ee Fe 62, 900 
adhe dette MC ee BE ann mn cmuntantienaaknte ane ae 600 


7, 000, 000 


44, 000 
Washington 
Wyoming (1) 


37, 735, 500 
| Less than 1 fine ounce. 


CONSUMPTION AND USES IN INDUSTRY AND THE ARTS 


Monetary use has claimed by far the largest part of the silver output 
through the years, but this use to a large extent takes the form of 
stockpiling in Government and private hoards that can be made 
available to industry and the arts without smelter or refinery prep- 
aration. In contrast, the silver that enters industry and the arts is 
consumed much as are other metals, and any return as secondary 
metal requires the usual channels of collection, smelting, and refining. 
The consumption of silver in the arts antedates written history, but 
its industrie] use is a comparatively recent development. Silver has 
many properties that make it valuable in the arts and industries. 
It is beautiful in color and has the ability of taking a fine finish. It 
is highly malleable and ductile, and ranks first among metals in 
conductivity of electricity and heat. It is resistant to corrosion, 
especially by weak acids and organic compounds. 

Consumption of silver in the United States in the arts and industries 
was 10 percent greater in 1953 than in the precéding year and was the 
largest since 1950. For over a decade, consumption of silver in the 
United States has exceeded any annual output ever achieved by 
domestic mines. 
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TABLE 15.—Silver produced in the United States, 1792-1953! 


Fine ounces Value ? 


$404, 500 
193, 631, 500 
3, 060, 205, 414 


3, 254, 241, 414 


‘Includes Alaska. From Report of the Director of the Mint. The estimates for 1792-1873 are by 


Rk. W. Raymond, Commissioner of Mining Statistics, Treasury Department, and since then by the 
Director of the Mint. 


2 Silver valued in 1944 and thereafter at Government’s average buying price for domestic product. 


TABLE 16.—Net industrial! consumption of silver in the United States, 1944-48 
(average) and 1949-53, in fine ounces 


[U. 8. Bureau of the Mint] 


Issued for in- | Returned from | Net industrial 
dustrial use industrial use | consumption 


148, 029, 914 » 592, 107, 437, 800 
110, 660, 459 , 660, 88, 000, 000 
155, 257, 340 » 207, 110, 000, 000 
151, 650, 905 , 650, 105, 000, 000 
121, 538, 076 , 038, , 900, 
125, 389, 200 , 389, 106, 


1 Including the arts. 


For many years the principal nonmonetary consumer of silver has 
been the silverware industry, mostly in the fabrication of sterling- 
silver tableware. Pure silver is too soft for most uses and 1s alloyed 
with 7.5 percent copper to form “sterling silver’ of standard grade. 
Jewelry, insignia, and many novelties are also made of sterling silver. 

Second in rank in the consumption of silver is the photographic 
industry, followed by the electroplating industry and the manufacture 
of silver-clad equipment for the chemical ae 

Of growing importance are silver solders and brazing alloys, which 
are made in a wide variety of types containing 10 to 80 percent silver, 
with the balance copper, zinc, or other metals. Silver-bearing alloys 
are widely used in joining pipes, a electrical connections, and 
forming mechanical assemblies. Silver alloyed with about 10 percent 
copper finds much use in electrical contacts; small additions of silver 
to copper impart hardness to commutator bars. Soft lead-silver 
solder containing about 2.5 percent silver has advantages over soft 
lead-tin solders or babbitt metal for some uses. 

Compounds of silver are used for caustic, astringent, and anti- 
septic purposes in medicine. Silver has considerable use in dentistry 
as dental fillings and in surgery as suture wires and plates. 


MONETARY STOCKS 


Silver holdings of the United States Treasury decreased 12 million 
ounces in 1953 to 1,926 million ounces. These holdings do not include 
411 million ounces released by the United States to various countries 
during World War II under lend-lease agreements that provide for 
the return of the silver. Ratification of the Japanese Peace Treaty 
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in April 1952 marked the start of the 5-year period during which lend- 
lease silver was to be returned to the nited States Treasury, but no 
silver had been returned to the end of 1953. 

Requirements of governments for silver for coinage fell from 
approximately 104,100,000 ounces in 1952 to 74,800,000 ounces in 
1953. The United States used approximately 42,800,000 ounces of 
the total, Mexico 14,100,000, Cuba 5,200,000, Canada 3,900,000, 
Belgium 2,800,000, and others 6 million. 


PRICES 


The Treasury buying price for silver domestically mined after 
July 1, 1939, was fixed at $0.711+ per fine troy ounce on July 6, 1939. 
On July 31, 1946, the President approved an act (Public lew 579, 
79th Cong.), which provided that seigniorage to be deducted for silver 
mined after July 1, 1946, and delivered to the Treasury be reduced 
from 45 to 30 percent. The effect was to raise the price of domes- 
tically mined silver to $0.9050505+ cents per ounce; there has been 
no price change since. 

The New York price of silver per troy ounce, 0.999 fine, opened in 
1953 at $0.8325. Responding to brisk demand it reached $0.8525 in 
mid-January and remained at that figure for the balance of the year. 
The London price of silver per troy ounce, 0.999 fine, ranged in 1953 


from 72 7/8 d. to 74 d., equivalent in United States currency to 
$0.8505 and $0.8636, respectively. 


FOREIGN TRADE * 


As has been the case since 1946, silver imports exceeded exports 
by a wide margin again in 1953. The excess of imports in 1953 was 
39 percent greater than that of 1952, due mostly to substantially 
greater imports in 1953. 


TABLE 17.—Value of silver imported into and exported from the United States, 
1944-48 (average) and 1949-53 


{U. 8S. Department of Commerce} 


1 Excess of exports over imports indicated by minus sign. 


’ Figures on imports and exports compiled by Mae B. Price and Elsie D. Page, Division of Foreign Activi- 
ties, Bureau of Mines, from records of the U, 8. Department of Commerce. 
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TABLE 18.—Silver imported into the United States in 1953, by countries of origin 
{U. 8. Department of Commerce] 


Ore and base bullion Bullion, refined = | Hnited 


ppesnaeetimenrenasypepinieeiant | Foreign 
Country of origin  —_ coin 
Troy og | (value) 





Australia 
Belgium- Luxembourg 
Bolivia 


British West Africa, n. e. ¢ 


Colombia 


Ecuador 

F! Salvador 
France 
Germany, West 
Guatemala 
Honduras 








Mozambique 
Netherlands 

Nigeria 

Northern Rhodesia 


Panama 
Peru 





Surinam 
Switzerland 





United Kingdom. -. 376, 237) 
Venezuela... ......-- oe | 83, 006 | 


31, 949, 781 3, 740, 136 (22, 194, 418 


MILLION DOLLARS 





1900 1905 i910 9S 1920 i925 1930 1935 1940 1945 1950 1955 1960 


Figure 2.—Net imports or exports of silver, 1900-53. 
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TABLE 19.—Silver exported from the United States in 1953, by countries of 
destination 


{U. 8. Department of Commerce] 


Bullion, refined 


Country of destination 


Bahamas 

Brazil__- 

Canada - 

Canal Zone___. 
Colombia - - - 
(Oa 
Dominican Republic 
E] Salvador - 


Liberia_. 
Netherlands 


SUE Cn tone otek cos edins o- ate bca edited Lnewee pummel 
Surinam ae 


United Kingdom 
Venezuela. 


WORLD REVIEW 


The world production of silver in 1953 (216,400,000 ounces) was 
virtually the same as in the preceding year. Among the principal 
silver-producing countries, drops in output in the United States and 
Mexico were offset by gains in Canada, Peru, the Soviet Union, and 
Australia. The 1953 world output was about 20 percent below the 
average for the 5 prewar years 1936—40. 

Silver probably was discovered later than gold or copper but was 
known and valued by mankind before the beginning of history. 
Ancient slag dumps in Asia Minor and on islands in the Aegean Sea 
attest that men had learned to mine and smelt lead-silver ores and 
separate silver from lead as early as the third millennium B.C. The 
most famous of the ancient silver districts was at Laurium, Greece, 
which was worked for several centuries in the first millennium B. C., 
with a total output estimated at over 250 million ounces. Silver was 
mined widely during the era of the Roman Empire, and most of the 
silver deposits now known in what was once the empire were known 
to the Romans. Silver mines were worked in some countries in 
Europe during the Middle Ages, but the output was relatively small. 

An enormous increase in the world production rate of silver followed 
soon after America was discovered in 1492, when deposits of silver 
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ores far larger and richer than those previously known in the Old 
World were opened by the early Conquistadors. Famous among the 
many bonanza silver districts found and developed in the 1500’s are 
Potosi, Bolivia; Guanajuato, Mexico; and Pachuca, Mexico. Potosi, 
with a total production of over 1 billion ounces, was the greatest of all. 
Bolivia was the leading silver producer to 1700, and Mexico has held 
the lead during most years since that date. Canada became an 
important silver producer following discovery of the rich Cobalt 
district in Ontario in 1903. 

Production of silver in the United States was small until the Com- 
stock lode was discovered in Nevada in 1859. Development of this 
great deposit and a long series of others in the Western States sub- 
sequently placed the United States first in silver production from 
about 1871 to 1900. Since 1900 the United States has been second 
in silver output, exceeded by Mexico. Most of the predominantly 
silver deposits in the United States have been depleted, and for many 
years the greater part of the domestic output has been recovered as a 
byproduct of ores mined principally for base metals or gold. 


MILLION FINE OUNCES 





Yj 


1960 


Ficure 3.—World production of silver, 1900-53. 
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TABLE 20.—World production of silver, 1944-48 (average) and 1949-53, by 
countries ', in fine ounces ” 


(Compiled by Pauline Roberts and Berenice B. Mitchell] 


| ] 
| 1944-48 | 
(average) | 


Country 


North America: | 
United States | 32, 723, 180) 
Canada_- pean ---| 14, 406, 266) 
Central America and West 

Indies: | 
Costa Rica * ilies tbdico ate 
$172,318) 4 163,211 
309, 857 


215) 


3 221, 779 
339, 360 


| 
19 
3 157, 411) 

81, 502 


South America: 
Argentina 
Bolivia (exports) _._- 
Brazil 
Chile 


Czechoslovakia *__ 
Finland 
France 
Germany: 
East ¢__- 


107, 868, 000/106, 184, 000 


3, 431, 614) 
3 191, 082) 
(5) 


| 280, 309 
| 49, 454, 882 


3, 514, 556 
# 133, 282 
1, 940 
462, 973 
49, 1 





119, 346, 000 


| 6 2 236, 460 





Pet iwiss <dumeiiion-cateaaaill 
Greece de 
Hungary *-__- 
ele... one 
Norway 
Poland *___. 
Portugal_- 


Asia: 
Durees....<...<kbenmeeee 
“RRS 


Republic of 
f hilippioes 
Saud 


See footnotes at end of table. 


6, 675, 227 
24, 486) 
797, 666) 
147, 507| 





1, 249, 421 
6, 655, 204 
21, 041) 


1, 150, 000 
6, 558, 751 
21, 155 
746, 765 
115, 711 
273, 209 
13, 367, 700 


3, 182, 254 
3 141, 764 
5, 788 

352, 102 
43, 797, 734 


110, 996, 000; 


| 3, 


120, 161, 000 


3 137, 309 


1, 253, 879 
7, 137, 465 
20, 315 
983, 491 
129, 773 
33, 600 

14, 959, 129 





24, 518, 000 





8 


SRSERS8S25 


Bea6 


Beez 


4, 300, 000) 





81, 295 





222 


¥- 
S583 
Sassseyses 


~ 
an 


17, 148) 


3, 700, 000 





962, 948 

7, 073, 163 
17, 301) 

1, 246, 356 
123, 175 
82, 297 

18, 386, 141 


27, 891, 000 





BER. 


8 


BpgzeRseeze BRE2 


asSBex: 


BEE: 


242,307} 579, 230 
6 400,000} (°) 
17, 675 16, 864 


5, 288, 707| 6, 022, 091 


(°) 
52,177 
572, 046 
150, 626 
40, 700 


111, 945 
£ 30, 000 
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TABLE 20.—World production of silver, 1944-48 (average) and 1949-53, by 
countries,' in fine ounces *—Continued 


| | 
Country | coverage) | 149 «6| «|«(1980 1951 1952 | 


(average) | 


Africa 


32, 472) , 600) ® 
Bechuanaland 27) 39 281 463 
Belgian Congo # 4, 549, 330 , 795, 266) 4,727,252) 4,961, 631 
French Morocco 226, 736, 220) 943, 367) c 3, 826, 260) 1,001,174 
Gold Coast (exports) 40, 051 b 44, 116) 44, 949 


Kenya | 2, 279 17, 315) 21, 758 
Mozambique - 244 102) (5) 


484, 5) | 270) 
Rhodesia: 
171, 161 134, 920) 
Rt) dav cendmiadnctmi 93, 645 84, 495 
South-West Africa 6 142, 700) 642, 500 
Swaziland Sad 120 
Tanganyika (exports) - . uv 27, 631 
Tunisia . 67, 517 

| 4 


a 2 35) 4 14) ae 
Union of South Africa..........| 1,196,499) 1,159,375) 1,119,135) 1, 162, 588) 1,176, 433! 1, 193, 152 


5,941,000) 7,478,000) 7, 808, 000 7, 899, 000| 11, 394, 000] 8, 709, 000 








Oceania; 
Australia; 
Commonwealth 9,214, 481| 9,849, 213] 10,677, 456| 10,792, 032| 11, 425,872! 12, 538, 883 
13, 432 31, 786 30, 399 33, 603 51,275 5 50, 000 
25, 506 29, 755 37, 736 24, 860 25, 838) 19, 328 
250, 323 232, 599) 199, 701 133, 291) 51, 016) 75, 888 








9, 503, 800) 10, 143,000) 10, 945, 000) 10, 984, 000) 11, 554, 000) 12, 684, G00 
World total (estimate) - . . <rene 600, 000}179, 200, 000 








;208, 000, 000) 199, 100, 000/216, 800, 000/216, 400, 000 


Silver is also produced in Bulgaria, Cy , Hong cone Pre Indonesia, Sarawak, and Sierra Leone, 
but production data are not available; estimates are inclu: in total. 


2 This table incorporates a number of revisions of data published in previous Gold and Silver chapters. 
: lnpae ane the United States. Scrap is included in figure in many instances, most notably in the 
case of Cuba. 


‘ Exports. 


‘ Data not available; estimate included in total. 
¢ Estimate. 


’ Data represents Trianon Hungary after October 1944. 
‘Includes Ruanda-Urundi 


* Recovered from an accumulation of refinery slimes. 
© Year ended May 31 of year following that stated. 


According to the Bureau of the Mint, the world output of silver 
from 1493 through 1953 was 19,821,763,100 troy ounces valued at 
$17,092,921,200. Of the total output, the New World produced 82 
percent, with North America contributing 62 percent and South 
America 20. Mexico supplied 35, the United States 21, Bolivia 9, 
Peru 9, and Canada 4 percent of this total. 

It has been estimated that about one-third of the total world output 
of silver is in circulation as coinage or held by governments for mone- 
tary purposes; one-third, including that hoarded, is privately owned; 
and one-third has been misplaced or dissipated. 

Australia.— Production of silver in Australia in 1953 was 10 percent 
above that of the preceding year, thus continuing an uptrend that 
started in 1950. The increase in silver yield in the Commonwealth 


was related to an expanding output of base-metal ores containing 
silver. 
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Canada.—Canada ranks third in silver production in the world. 
exceeded by only Mexico and the United States. The silver output 
in 1953 rose sharply (12 percent) over that of 1952. Of the 1953 
production, 87 percent was recovered as a byproduct of base-meta| 
ores, 11 percent from cobalt-silver and silver ores, and 2 percent as a 
byproduct of gold mining. Over two-thirds of the 1953 output was 
exported to the United States, mostly as bullion and the remainder 
in concentrates. 

Mexico.— Despite a 5-percent drop in silver production to 47,886,440 
ounces, Mexico maintained its rank as the leading silver-producing 
country of the world in 1953. The decline reflected lower output of 
base-metal ores containing silver because of declining metal prices, 

Peru.—Peru has held the position of the leading silver-producing 
country of South Amado for several decades. Compared with the 
output in 1952, there was a 5-percent gain in silver production in 
Peru in 1953. Most of Peru’s silver yield is obtained as a byproduct 
or coproduct of complex ores mined principally for base metals, 











